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FEDERAL  GOVERNMENT'S  TRADE 
DEVELOPMENT  PROGRAMS 


MONDAY,  JULY  26,  1993 

House  of  Representatives, 
Subcommittee  on  Development  of  Rural 
Enterprises,  Exports,  and  the  Environment, 

Committee  on  Small  Business, 

Washington,  DC. 

The  subcommittee  met,  pursuant  to  notice,  at  10  a.m.,  in  room 
2359-A,  Rayburn  House  Office  Building,  Hon.  Bill  Sarpalius  (chair- 
man of  the  subcommittee)  presiding. 

Chairman  Sarpalius.  The  Small  Business  Committee's  Subcom- 
mittee on  Development  of  Rural  Enterprises,  Exports,  and  the  En- 
vironment will  now  come  to  order. 

When  this  session  of  Congress  began,  the  words  on  everybody's 
lips  were  jobs,  jobs,  and  more  jobs.  Many  Members  of  Congress 
were  elected  on  the  promise  of  changing  the  direction  of  this  coun- 
try, spurring  economic  growth,  and  creating  jobs.  I  can  think  of  no 
greater  or  cheaper  way  of  creating  jobs  than  increasing  our  Na- 
tion's exports.  For  every  $1  billion  we  increase  exports,  it  will  gen- 
erate 22,000  new  jobs. 

America  is  not  exporting  to  its  full  potential.  In  fact,  just  250 
companies  account  for  50  percent  of  all  U.S.  exports.  It  is  estimated 
that  only  16  percent  of  all  the  20  million  small  businesses  in  this 
Nation  export.  An  example:  Canada  has  over  112  trade  representa- 
tives in  this  country  trying  to  find  markets  for  Canadian  compa- 
nies, while,  on  the  other  hand,  the  United  States  only  has  8  trade 
representatives  in  Canada  trying  to  find  markets  for  U.S.  business- 
es. 

In  the  last  quarter,  the  trade  deficit  was  $49.4  billion.  Last 
month,  there  were  over  9  million  people  in  this  country  out  of 
work.  Since  the  end  of  1989,  our  economy  has  produced  zero  net 
new  jobs.  What  is  wrong  with  this  picture?  Is  it  that  we  don't  know 
how  to  compete  in  a  global  market,  or  is  it  that  we  can't  compete? 
I  think  it  is  because  we  don't  know  how. 

The  governments  of  our  global  competitors  are  involved  aggres- 
sively in  the  opening  of  new  markets,  and  in  the  promoting  of  their 
own  products  in  foreign  countries.  The  Japanese,  for  instance,  pro- 
mote the  use  of  tied-aid  foreign  assistance  dollars  which  calls  for 
the  purchase  of  Japanese  products,  thereby  creating  new  markets. 
In  1993,  the  United  States  will  offer  only  $350  million  in  tied-aid 
financing  to  help  facilitate  U.S.  exports.  That  means  in  our  foreign 
aid  assistance  that  we  give  to  other  countries,  we  are  only  requir- 
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ing  about  $350  million  of  that  to  be  used  to  buy  American-made 
products.  Yet,  Japan  and  Germany,  for  instance,  in  their  foreign 
assistance  will  spend  over  $10  billion  each  for  the  same  purpose. 
The  American  Government  must  learn  to  help  American  business- 
es export  and  counter  the  aggressive  efforts  of  other  nations.  Oth- 
erwise, American  manufacturers  will  die,  and  we  will  become  a 
land  of  fast-food  restaurants  and  foreign  VCR's. 

Today,  we  will  hear  from  15  of  the  19  agencies  involved  in  draft- 
ing a  unified  and  competitive  approach  to  trade  development.  Their 
recommendations  will  help  this  subcommittee  evaluate  the  unified 
export  budget  proposal  to  be  submitted  in  September  by  the  Trade 
Promotion  Coordinating  Committee.  It  is  my  hope  that  small  busi- 
ness export  concerns  will  be  appropriately  addressed  in  the  TPCC 
proposal.  Today's  witnesses  will  explain  what  they  are  doing  to  de- 
velop America's  trade  with  other  nations.  They  will  explain  the 
progress  they  are  making  toward  streamlining  the  150  export  pro- 
grams that  they  manage,  and,  finally,  they  will  explain  how  they 
are  coordinating  with  each  other  to  meet  the  export  challenge. 

The  competition  is  fierce,  and  it  is  high  time  we  met  the  chal- 
lenge head  on.  I  can  think  of  no  cheaper  or  quicker  way  to  create  a 
progressive  job  program  in  this  country  than  increasing  exports. 
Remember:  For  every  $1  billion  we  increase  exports,  it  generates 
22,000  new  jobs  here  at  home. 

Because  of  the  number  of  witnesses  we  have  testifying  here 
today,  we  need  to  limit  the  oral  testimony  to  no  more  than  5  min- 
utes each. 

I  now  would  like  to  call  on  my  colleague  and  friend,  Mr.  Hefley 
from  Colorado,  to  make  any  remarks. 

Mr.  Hefley.  Thank  you,  Mr.  Chairman.  I  think  it  is  good  that  we 
are  again  raising  the  issue  of  Federal  trade  promotion  programs. 
This  is  the  second  hearing  we  have  had  on  this  subject.  In  our  first 
hearing  we  learned  that  there  are  a  dozen  or  so  Federal  agencies 
conducting  over  100  distinct  export  programs.  I  noted  at  that  time 
that  the  sheer  number  of  programs  and  the  lopsided  manner  in 
which  their  funding  is  distributed  demonstrates  a  failure  on  the 
part  of  Congress  to  coordinate  and  provide  adequate  oversight  of 
these  programs. 

The  interagency  Trade  Promotion  Coordinating  Committee's 
report  containing  its  strategic  plan  for  Federal  trade  promotion  is 
due  by  September  3,  1993.  It  is  my  hope  that  these  hearings  will 
provide  us  with  an  adequate  base  on  which  to  judge  the  commit- 
tee's work. 

I  look  forward  to  hearing  these  witnesses  today.  I  hope  we  can 
learn  a  lot  from  it,  and  I  hope,  by  so  doing,  we  can  play  a  role  in 
promoting  America's  trade  around  the  world. 

Chairman  Sarpalius.  Thank  you. 

On  the  first  panel,  we  will  be  hearing  from  the  General  Account- 
ing Office,  Mr.  Allan  Mendelowitz.  He  is  the  Director  of  Financial 
Institutions  and  International  Trade  Issues. 

We  will  also  be  hearing  from  the  U.S.  Department  of  Commerce, 
Mr.  Charles  Ford.  He  is  Acting  Director  General  for  the  United 
States  and  Foreign  Commercial  Service  with  the  U.S.  Department 
of  Commerce. 


We  will  be  hearing  from  the  U.S.  Department  of  Agriculture,  Mr. 
Philip  Mackie.  He  is  the  Assistant  Administrator  for  the  Commodi- 
ty and  Marketing  Programs  of  the  Foreign  Agricultural  Service. 

From  the  Export-Import  Bank,  we  will  be  hearing  from  Mr. 
James  Cruse,  vice  president  of  Policy,  Planning,  and  Program  De- 
velopment. 

From  the  Small  Business  Administration,  we  will  be  hearing 
from  Mr.  Jerry  Chiaruttini.  He  is  the  Acting  Director  of  the  Office 
of  International  Trade. 

Chairman  Sarpauus.  Mr.  Mendelowitz. 

TESTIMONY  OF  ALLAN  L  MENDELOWITZ,  DIRECTOR,  INTERNA- 
TIONAL TRADE,  FINANCE,  AND  COMPETITIVENESS,  GENERAL 
GOVERNMENT  DIVISION,  U.S.  GENERAL  ACCOUNTING  OFFICE 

Mr.  Mendelowitz.  Thank  you,  Mr.  Chairman,  Mr.  Hefley.  With 
your  permission,  I  will  read  a  somewhat  shortened  statement  and 
submit  the  full  statement  for  the  record. 

I  am  pleased  to  be  here  today  to  testify  before  this  subcommittee 
on  the  important  role  being  played  by  the  TPCC  in  prioritizing  and 
rationalizing  Federal  export  promotion  efforts.  My  remarks  are 
based  largely  on  GAO  reports  and  testimonies  concerning  Federal 
export  promotion  programs  issued  during  the  past  2  years. 

Specifically,  my  statement  discusses  the  issues  that  led  to  the 
passage  of  Title  II  of  the  Export  Enhancement  Act  of  1992,  which 
established  the  TPCC  in  statute  and  required  it  to  prepare  an  over- 
all strategic  plan  for  Federal  trade  promotion  efforts;  to  suggest 
criteria  you  may  wish  to  consider  when  assessing  the  strategic 
plan;  and  share  with  you  our  thoughts  on  ways  TPCC  may  seek  to 
improve  Federal  export  promotion  efforts  once  it  has  completed  its 
plan. 

Title  II  of  the  Export  Enhancement  Act  of  1992  instructs  TPCC 
to  issue  by  September  30,  1993,  and  annually  thereafter,  a  report 
containing  "a  Governmentwide  strategic  plan  for  Federal  trade 
promotion  efforts,"  and  describing  its  implementation.  This  plan  is 
not  intended  as  an  end  in  itself,  but  rather  as  the  beginning  of  a 
process  through  which  Federal  agencies  can  strengthen  the  design 
and  implementation  of  export  promotion  efforts. 

These  requirements  reflected  congressional  concern  that,  as  we 
reported.  Federal  export  promotion  programs  reflect  no  national 
priorities  and  are  fragmented,  poorly  designed,  and  inefficiently 
implemented. 

The  lack  of  a  Governmentwide  export  promotion  strategy  result- 
ed in  what  appear  to  be  funding  anomalies  for  different  agencies' 
programs.  For  example,  in  fiscal  year  1991,  although  agricultural 
products  represented  only  about  10  percent  of  U.S.  exports,  the 
U.S.  Department  of  Agriculture  received  about  75  percent  of  the 
Federal  export  promotion  budget. 

Moreover,  the  lack  of  a  Governmentwide  strategic  plan  has  led 
to  fragmentation  in  the  delivery  of  Federal  export  promotion  serv- 
ices. In  order  to  deliver  export  promotion  services  effectively,  an 
agency  needs  sufficient  resources,  an  adequate  field  structure,  and 
staff  expertise.  However,  no  Federal  agency  involved  in  export  pro- 
motion assistance  has  all  of  these  attributes.  The  U.S.   Export- 


Import  Bank  has  available  funding  and  expertise  in  export  financ- 
ing, but  a  very  limited  field  structure  to  deliver  its  programs.  Com- 
merce, in  contrast,  has  trained  staff  in  a  large  network  of  field  of- 
fices, but  no  direct  access  to  Federal  export  financing  and  limited 
resources  to  support  export  promotion  efforts.  The  SBA  has  avail- 
able both  export  financing  and  an  extensive  field  structure,  but  in- 
adequate staff  expertise  to  provide  much  assistance  in  export  fi- 
nancing. 

It  is  in  response  to  these  types  of  problems  that  Congress  ap- 
proved Title  II  of  the  Export  Enhancement  Act  of  1992. 

This  legislation  aims,  as  I  said,  to  set  into  motion  a  process  in- 
cluding an  annual  reporting  requirement,  through  which  the  ad- 
ministration, working  with  Congress,  can  strengthen  Federal 
export  promotion  efforts.  If  well  developed  and  supported,  the  Sep- 
tember 30  strategic  plan  should  be  the  centerpiece  of  a  systematic 
approach  through  which  Federal  agencies,  working  together,  estab- 
lish priorities  for  export  promotion  efforts  in  the  President's 
budget,  and  reshape  export  promotion  programs  to  reflect  those 
priorities. 

The  strategic  plan,  when  it  is  delivered  to  Congress,  likely  will  be 
subject  to  close  scrutiny.  There  are  several  basic  criteria  that  Con- 
gress can  use  in  its  scrutiny.  Among  these  criteria  are  whether  the 
plan:  One,  was  developed  with  high-level  involvement;  two,  pro- 
poses priorities  that  have  a  well-reasoned  and  strong  analytical 
grounding;  three,  was  developed  in  a  collaborative  and  cooperative 
way  by  all  the  Federal  agencies  that  are  involved  in  assisting  ex- 
porters; four,  thoroughly  covers  Federal  export  promotion  issues; 
and  five,  serves  as  a  change  agent. 

With  respect  to  the  first  criterion,  to  make  this  process  a  success, 
TPCC  will  need  sustained,  high-level  administration  involvement 
and  support.  High-level  involvement  should  contribute  to  a  situa- 
tion in  which  any  agreement  reached  by  TPCC  will  reflect  the  con- 
currence and  support  of  the  political  leadership  of  the  agencies  in- 
volved. Only  with  this  kind  of  leadership  is  it  reasonable  to  expect 
significant  improvement. 

With  respect  to  analytical  grounding,  it  is  important  that  a  stra- 
tegic plan  utilize  a  well-reasoned  analytical  methodology  for  setting 
Federal  export  promotion  priorities.  We  believe  that  only  priorities 
determined  using  a  rigorous  methodology  can  provide  a  sound  basis 
for  setting  budget  priorities  to  ensure  the  highest  return  for  the 
export  promotion  dollar  for  the  U.S.  taxpayer.  Such  a  methodology 
should  be  able  to  address  matters  such  as  identifying  the  best  can- 
didates for  export  promotion  assistance;  determining  the  types  of 
export  assistance  that  companies  in  these  industries  need;  ascer- 
taining which  of  the  unmet  needs  of  these  companies  are  appropri- 
ate for  the  Federal  Government  to  provide  and  which  yield  the 
greatest  return  to  taxpayers;  cooperating  with  State  and  local  gov- 
ernments and  private  sector  providers  of  export  promotion  services 
to  maximize  their  effectiveness  and  minimize  overlap  with  Federal 
efforts;  and  minimizing  market  failures,  foreign  barriers,  and  Fed- 
eral policies  that  prevent  competitive  U.S.  firms  from  exporting. 

In  identifying  industries  to  receive  assistance,  the  Federal  Gov- 
ernment is  not  picking  winners  and  losers,  but  rather  setting  prior- 


ities  in  order  to  ensure  the  best  use  of  limited  export  promotion 
funds. 

Creating  the  strategic  plan,  in  and  of  itself,  is  only  a  first  step 
toward  improving  Federal  export  promotion  efforts.  Success  also 
will  require  that  Federal  agencies  look  beyond  narrow  concerns  of 
protecting  turf  and  use  the  plan  as  an  analytical  basis  to  coopera- 
tively reshape  Federal  export  promotion  efforts.  We  believe  that  a 
cooperative  effort  to  develop  the  plan  could  form  the  basis  for  more 
cooperation  and  integration  in  program  delivery.  The  experience 
gained  in  working  together  on  the  plan  will  help  increase  the  will- 
ingness of  agencies  to  collaborate  more  closely  in  implementing  the 
plan  and  integrating  programs. 

The  strategic  plan  should  also  contain  evidence  that  the  drafters 
assessed  all  types  of  Federal  export  promotion  efforts,  including 
counseling,  provision  of  market  information,  trade  events  and 
export  financing,  and  sought  input  from  the  full  range  of  organiza- 
tions and  individuals  knowledgeable  about  these  efforts.  We  believe 
that  a  complete  strategic  plan  should  also  address  numerous  issues 
that  have  been  identified  over  the  past  few  years,  such  as  funding 
anomalies,  duplication  and  overlap  of  programs  within  and  among 
agencies,  problems  in  export  financing  programs,  and  fragmenta- 
tion of  delivery  of  export  promotion  assistance  in  the  field. 

Finally,  the  forthcoming  strategic  plan  for  export  promotion,  if 
sufficiently  convincing,  should  result  in  real  changes  in  the  way 
the  Federal  Government  carries  out  its  export  promotion  efforts. 
The  ultimate  test  of  the  value  of  the  strategic  plan  is  whether  it  is 
a  basis  for  change,  and  if  the  bases  for  change  that  it  proposes  are 
sufficiently  convincing  to  elicit  support  from  all  of  the  agencies  in- 
volved and  the  congressional  committees  that  may  be  asked  to 
change  enabling  legislation  and  alter  appropriations. 

The  TPCC  process  will  not  end  when  the  first  plan  is  completed 
and  the  budget  priorities  are  established.  Annual  revisions  to  the 
plan  need  to  be  prepared,  and  the  TPCC  mission  to  rationalize  and 
improve  export  promotion  efforts  will  continue.  We  have  suggested 
in  the  past  that  one  way  to  improve  Federal  export  promotion  serv- 
ices might  be  to  integrate  service  delivery  in  the  field. 

It  is  a  truism  that  companies  seldom  know  nor  care  about  the 
distinctions  between  Federal  agencies;  while  the  issue  of  turf  is  ini- 
portant  to  Government  £igencies,  it  is  of  no  relevance  to  the  busi- 
ness world.  Companies  simply  want  Government  to  make  available, 
in  a  user-friendly  manner,  the  assistance  they  need  and  their  taxes 
paid  for.  Yet,  under  the  current  fragmented  system,  companies 
seeking  Federal  export  assistance — export  financing  and  export 
promotion  assistance — often  must  contact  several  different  agen- 
cies. This  fragmentation  can  leave  companies  confused  as  to  what 
services  are  available  and  discouraged  about  prospects  for  obtain- 
ing £issist£mce. 

To  implement  the  act's  requirement  that  export  agencies  create 
one-stop  shops,  agencies  could  colocate  their  field  offices,  thus  cre- 
ating a  network  of  consolidated  export  promotion  centers.  Options 
also  include  integration  of  Federal  export  promotion  programs  with 
similar  State  and  local  activities.  At  the  policy  level,  there  is  a 
need  for  integration  between  export  promotion  efforts  and  prior- 
ities, and  the  trade  policy  decisionmaking  process.  We  view  this  as 


a  really  important  initiative  because,  unless  U.S.  industry  is  pre- 
pared to  exploit  reductions  in  foreign  trade  barriers  that  result 
from  U.S.  trade  policy  initiatives,  it  is  hard  to  see  that  we  will  get 
much  benefit  from  the  capital  we  use  in  removing  those  foreign 
barriers. 

We  are  cautiously  encouraged  by  what  we  know  of  the  TPCC 
strategic  planning  process  to  date.  Historically,  reform  in  the  exec- 
utive branch  has  focused  on  changing  the  organizational  structure 
of  agencies.  This  strategy  often  has  led  to  agencies  gearing  up  to 
oppose  a  reorganization.  The  TPCC  process  has  begun  differently. 
Rather  than  impose  change  on  the  agencies  from  outside,  it  is  a 
collaborative  effort  on  the  part  of  multiple  Federal  agencies  them- 
selves to  develop  a  plan  to  use  existing  export  promotion  resources 
more  effectively. 

We  believe  that,  with  continued  support  from  both  the  adminis- 
tration and  the  Congress,  TPCC  can  build  on  the  momentum  it  has 
achieved  and  make  Federal  efforts  to  assist  exporters  both  more 
useful  to  companies  and  a  better  buy  for  the  taxpayer. 

Mr.  Chairman,  this  concludes  my  oral  comments,  and,  of  course, 
when  the  panel  is  completed,  I  will  be  more  than  happy  to  try  to 
answer  any  questions  you  or  any  other  members  of  the  subcommit- 
tee may  have. 

[Mr.  Mendelowitz'  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you,  Mr.  Mendelowitz.  We  appreci- 
ate your  being  here  this  morning. 

Mr.  Ford. 

TESTIMONY  OF  CHARLES  A.  FORD,  ACTING  DIRECTOR  GENERAL, 
U.S.  AND  FOREIGN  COMMERCIAL  SERVICE,  AND  ACTING  AS- 
SISTANT SECRETARY  OF  COMMERCE,  U.S.  DEPARTMENT  OF 
COMMERCE 

Mr.  Ford.  Mr.  Chairman,  members  of  the  subcommittee,  it  is  a 
pleasure  to  be  here  again  with  you.  I  think  we  had  an  interesting 
exchange  in  April  on  trying  to  increase  our  export  promotion  over- 
seas, and  I  look  forward  to  talking  today  about  our  leadership  role 
in  developing  the  U.S.  Government  strategic  planning  and  budget 
for  export  promotion,  as  well  as  the  efforts  of  the  International 
Trade  Administration  to  enhance  the  presence  of  United  States 
products  overseas. 

I  couldn't  agree  with  you  more  about  the  critical  importance  of 
exports  to  our  own  economic  health  and  competitiveness;  you  cited 
some  statistics  that  I  think  eloquently  speak  to  that  area  as  well. 
The  fact  that  55  percent  of  our  economic  growth  since  1987  has 
been  due  to  exports  is  another  indicator  that  we  have  to  very  seri- 
ously address  the  subject  of  export  promotion.  Exports  are  critical 
to  pursuing  the  kind  of  high-technology,  high-wage  jobs  that  our 
economy  needs;  and  I  think,  particularly  given  the  interests  of  this 
subcommittee  and  the  full  Committee  on  Small  Business,  the  fact 
that  96  percent  of  U.S.  exporters  are  small-  or  medium-sized  firms 
speaks  very  importantly  to  the  size  of  the  American  economy  and 
the  role  that  small  business  is  playing  in  this  export  expansion 
effort. 


I  would  like  today  to  submit  my  full  statement  for  the  record 
and,  in  the  few  brief  minutes  we  have,  in  my  oral  statement  to  con- 
centrate on  giving  you  a  description  of  the  role  that  Commerce  is 
playing  in  the  elaboration  of  the  Trade  Promotion  Coordinating 
Committee's  strategic  plan  and  unified  budget,  as  well  as  some 
brief  comments  at  the  end  about  our  own  program  review. 

With  regard  to  the  strategic  plan,  the  Commerce  Department, 
through  the  International  Trade  Administration,  is  the  lead  Feder- 
al agency  for  trade  promotion.  Our  job  is  to  help  make  exports 
happen  and,  primarily  I  would  say,  in  many  cases  for  the  96  per- 
cent of  exporters  who  are  small-  and  medium-sized  firms. 

There  is  an  interesting  quirk  to  that  number  in  that  the  3.  some 
percent  of  the  firms  that  are  large  firms  account  for  71  percent  of 
our  export  volume.  So,  we  do,  overseas  and  in  our  department,  try 
to  have  services  available  to  those  large  firms  that  need  our  help  in 
penetrating  foreign  markets.  But  the  size  of  the  export  profile  that 
we  have  now  identified  reveals  the  importance  of  small  business. 

Secretary  Brown  has  made  clear  that  he  considers  the  export 
promotion  mission  of  the  Department  of  Commerce  to  be  one  of  his 
highest  priorities.  Through  his  position  as  chairman  of  the  Trade 
Promotion  Coordinating  Committee,  he  will  lead  this  effort  in  rein- 
venting Federal  trade  promotion  programs  that  are  currently 
under  way  at  the  Trade  Promotion  Committee  as  we  prepare  our 
strategic  plan,  and  I  think,  importantly,  a  unified  budget. 

I  would  indicate  here  that  Secretary  Brown  has  relied  heavily  on 
Ken  Brody,  the  chairman  of  the  Eximbank  at  the  deputy  level  to 
help  guide  this  effort  in  these  initial  months. 

Let  me  spend  some  time  with  you  in  the  few  minutes  we  have  to 
describe  the  process  that  we  have  used  to  begin  what  is  a  major 
effort  to  realign  our  programs.  Secretary  Brown,  for  the  first  time, 
called  a  principals'  meeting  of  the  Trade  Promotion  Coordinating 
Committee  in  late  March  to  bring  together  at  that  level  principals 
of  the  19  Federal  agencies  involved  in  this  committee  to  begin  to 
discuss  the  outlines,  the  vision  that  this  administration  would  have 
in  the  trade  promotion  area.  As  a  result  of  that  meeting,  I  think  a 
fascinating  process  has  taken  place  throughout  the  month  of  May 
and  early  June  where  working  groups  were  formed — three  working 
groups,  in  fact — one  to  deal  with  trade  finance  issues;  a  second 
working  group  to  deal  with  information,  marketing,  counseling,  ad- 
vocacy, business  facilitation  services,  if  you  will;  and  a  final  group 
to  deal  with  obstacles  that  the  U.S.  Government  has  placed  on  ex- 
ports that  we  can  deal  with. 

Those  three  groups,  with  members  from  all  TPCC  agencies,  met 
every  day,  every  afternoon  from  2:00  to  5:00  for  an  entire  month 
taking  off  their  hats,  coming  to  this  group  not  as  a  member  of  one 
agency,  but  as  experts  in  their  field  to  try  to  address  what  were  the 
problems,  the  obstacles,  and  the  programs  that  we  need  to  put  in 
place  to  move  and  make  more  competitive  our  trade  promotion  ef- 
forts. I  would  say  that  the  process  also  was  inclusive  of  private 
sector  comments  with  over  125,  both  comments  and  visitors, 
coming  in  from  private  sector  organizations  to  share  with  us  their 
views  on  all  of  these  issues.  This  work  product  is  of  all  three  com- 
mittees, and  all  three  committees,  at  the  end  of  the  day,  were  able 
to  make  some  rather  significant  statements  at  a  technical  level 
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about  what  the  needs  are  in  trade  finance,  what  the  needs  are  in 
terms  of  business  facilitation  and  advocacy  support,  and  what  the 
needs  are  in  potential  reform  of  our  own  United  States  regulatory 
policies  that  impede  exports,  which  is  now  under  active  review  by 
the  deputy's  committee  of  the  Trade  Promotion  Coordinating  Com- 
mittee. 

We  had  in  town,  with  the  National  Association  of  Manufactur- 
ers, the  Edison  Group,  and  others,  on  July  12th  a  "Trading  Up" 
symposium  where  specific  comments  and  perspectives  of  the  pri- 
vate sector  were  also  coordinated  into  our  thinking.  So,  we  have 
had  a  very  active,  intense  process  at  the  technical  level  with  high- 
level  guidance  and  supervision  to  begin  to  prepare  significant  rec- 
ommendations on  streamlining,  on  leveraging  programs,  that  will 
have,  I  think,  a  major  impact  on  how  the  U.S.  Government  does 
the  business  of  trade  promotion. 

We  anticipate  that  once  this  deputy's  review  is  finished,  shortly, 
that  a  paper  will  be  distributed  to  be  consulted  with  the  Congress 
and  other  private  sector  groups  more  formally  about  the  options 
that  are  available  to  the  Trade  Promotion  and  Coordinating  Com- 
mittee. Although  the  development  of  the  strategic  plan  is  still 
under  way,  a  number  of  items  have  emerged  that  might  be  of  inter- 
est to  you  in  terms  of  basic  principle. 

First,  programs  need  to  be  streamlined  by  carefully  defining 
client  groups  and  their  specific  needs,  focusing  agency  programs  on 
those  needs,  and  eliminating  overlap  and  duplication. 

A  second  basic  principle  emerging  from  the  three  working  groups 
is  the  idea  that  we  must  really  leverage  resources  in  the  private 
sector  and  State  and  local  governments.  This  is  clearly  a  business 
where  the  private  sector  needs  to  drive  it,  and  the  Federal  Govern- 
ment has  a  role;  we  need  to  understand  it,  as  do  State  and  local 
governments  participating. 

A  third  principle,  resources  need  to  be  allocated  according  to  spe- 
cific criteria  designed  to  ensure  maximum  advancement  of  goals. 
We  need  to  understand  who  our  clients  are  and  who  is  best  able  to 
serve  them  and  allocate  the  resources  accordingly. 

A  fourth  principle,  that  Government-imposed  impediments  to  ex- 
porters need  to  be  reduced  or  eliminated  wherever  appropriate. 

Finally,  an  area  that  we  talked  about  I  know  at  our  April  hear- 
ing, a  fifth  point,  is  that  the  Government  needs  to  have  perform- 
ance measurements  to  be  developed  in  order  to  guide  our  decision- 
making in  the  evaluation  of  our  programs  as  they  are  implement- 
ed. 

These  are  the  five  principles  that  emerged  as  a  result  of  the 
working  group's  intense  preparations  in  May.  Each  group  has  spe- 
cific recommendations  now  under  deputy  review  that  should  be 
available  for  sharing  with  interested  parties  in  the  near  future. 

Briefly,  and  in  concluding,  with  the  International  Trade  Admin- 
istration effort  to  enhance  the  presence  of  American  products  in 
the  global  marketplace,  we  have  also  begun  an  effort  in  the  U.S. 
Foreign  Commercial  Service,  an  active  trade  promotion  part  of  the 
International  Trade  Administration,  to  begin  to  reexamine  our  own 
programs  and  services  in  light  of  these  guiding  principles  to  deter- 
mine how  we  can  improve  our  ability  to  serve  our  business  client. 


I  think  the  key  point  that  we  have  tried  to  pioneer  in  recent 
years  is  the  idea  that  we  are  a  cHent-driven  organization,  and  that 
we  need  to  understand  our  client's  needs  and  satisfy  them.  Basical- 
ly, business  tells  us  what  they  want  from  us  as  advocacy,  and  this 
is  often  going  to  be  the  large  firm,  on  a  major  product  opportunity 
that  wants  representational  assistance  overseas  or  market  access 
help.  Most  companies,  though,  tell  us  what  they  really  want  from 
the  Federal  Government  is  information  specific  to  their  product,  on 
how  to  do  business  in  a  marketplace,  and  contacts.  Who  do  they 
need  to  talk  to  sell  that  product  and  to  penetrate  that  market- 
place? 

So,  we  are  making  a  renewed  effort  to  look  at  our  network  of  do- 
mestic offices,  overseas  offices,  and  our  headquarters  operation  to 
make  it  more  efficient.  Again,  I  think,  in  the  International  Tratde 
Administration  you  have  a  unique  foreign  affairs  agency,  because 
we  do  have  a  domestic  operation  and  an  overseas  operation  that 
are  increasingly  integrated  with  each  other,  but  we  are  striving  to 
do  more  to  better  satisfy  the  business  climate. 

I  think,  in  concluding  with  one  statistic,  it  is  evident  when  you 
look  at  the  exporter  profile  that  we  only  have  a  hundred-some 
thousand  firms  in  this  country  actively  engaged  in  the  export  busi- 
ness, and  50  percent  of  these  exporters  export  to  one  market,  while 
only  20  percent  export  to  five  or  more  markets.  It  points  out  that, 
within  the  group  of  companies  that  are  now  beginning  to  export, 
there  is  tremendous  potential — with  proper  information,  proper 
counseling,  proper  U.S.  Government  support — to  expand  our  export 
presence  enormously.  We  have  only  begun  to  scratch  the  surface, 
and  I  am  sure  the  vision  that  Secretary  Brown  will  lay  out  on 
behalf  of  the  Trade  Promotion  Coordinating  Committee  in  Septem- 
ber will  see  an  exciting  program  to  further  enhance  our  efforts. 

Thank  you  very  much. 

[Mr.  Ford's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpauus.  Thank  you,  Mr.  Ford. 

Our  colleague  and  friend  from  Minnesota,  Mr.  Ramstad  joined 
our  committee.  Would  you  like  to  make  any  opening  remarks? 

Mr.  Ramstad.  Very  briefly.  Thank  you,  Mr.  Chairman. 

I  want  to  thank  you  and  the  ranking  member,  Mr.  Hefley,  for 
your  leadership  in  this  area,  and  I  want  to  thank  all  of  the  wit- 
nesses for  being  here  today.  Like  so  many  of  us,  I  have  to  be  at 
another  meeting  right  now,  but  I  just  want  to  ask  unanimous  con- 
sent, Mr.  Chairman,  to  submit  my  complete  opening  statement  for 
the  record. 

I  would  just  add  that  I  was  absolutely  incredulous  to  look  at  one 
analysis  of  Federal  programs  claiming  there  are  over  100  different 
programs  and  10  different  Federal  agencies  providing  export  assist- 
ance. Now,  there  might  be  a  little  hyperbole  there,  but  nonetheless, 
this  was  a  critical  analysis  by  a  credible  source.  If  there  is  any- 
where near  that  type  of  duplication,  we  obviously  have  some  work 
to  do  to  develop  a  better-coordinated  trade  development  strategy 
for  small  businesses. 

But  I  certainly  appreciate  the  hearing  today,  the  witnesses  who 
are  here,  and  thank  you,  Mr.  Chairman,  for  your  leadership  in  this 
area. 

[Mr.  Ramstad's  statement  may  be  found  in  the  appendix.] 
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Chairman  Sarpalius.  Thank  you. 

Now  from  the  U.S.  Department  of  Agriculture,  Mr.  Mackie. 

TESTIMONY  OF  PHILIP  L.  MACKIE,  ASSISTANT  ADMINISTRATOR, 
COMMODITY  AND  MARKETING  PROGRAMS,  FOREIGN  AGRICUL- 
TURAL SERVICE,  U.S.  DEPARTMENT  OF  AGRICULTURE 

Mr.  Mackie.  Thank  you,  Mr.  Chairman,  members  of  the  subcom- 
mittee. I  appreciate  this  opportunity  to  be  here  and  discuss  with 
you  the  Department  of  Agriculture's  export  promotion  and  trade 
assistance  programs.  I  would  again  submit  my  full  statement  for 
the  record  and,  with  your  permission,  will  just  take  a  few  minutes 
to  make  some  introductory  general  comments. 

First,  let  me  comment  briefly  on  the  role  of  the  Trade  Promotion 
Coordinating  Committee.  The  Department  strongly  supports  the 
TPCC's  efforts  to  provide  a  unifying  framework  to  coordinate 
export  promotion  and  financing  activities,  and  to  develop  a  Govern- 
mentwide,  strategic  plan  for  carrying  out  these  programs.  We  have 
been  a  full  participant  in  the  activities  of  the  TPCC  to  this  point, 
and  are  pleased  with  the  way  that  process  is  developing. 

Within  USDA,  we  employ  strategic  planning  in  our  trade  devel- 
opment process  to  target  our  particular  programs.  We  try  to  take  a 
proactive  approach  to  foreign  market  development.  We  place  em- 
phasis on  long-term  export  market  development  and  on  services 
which  are  customer-driven,  user-friendly,  and  accessible.  We  try  to 
leverage  our  resources  through  a  Government/industry  partner- 
ship. We  employ  evaluation  to  gauge  program  and  service  effective- 
ness and  to  maintain  an  awareness  of  the  impact  of  such  programs 
on  jobs  and  revenues. 

We  understand  that  an  effective  strategic  plan  for  foreign 
market  development  must  coordinate  the  elements  of  trade  promo- 
tion, trade  policy,  market  intelligence,  and  trade  finance. 

Today,  U.S.  farmers  and  ranchers  have  the  capacity  to  produce 
significantly  more  agricultural  products  than  can  be  consumed  in 
the  United  States.  In  fact,  20  to  25  percent  of  the  total  value  of 
U.S.  farm  output  is  shipped  to  foreign  markets.  Exports  are  critical 
for  maintaining  farm  income  and  the  economic  vitality  of  rural 
communities  dependent  on  farming.  That,  Mr.  Chairman,  is  the 
basic  reason  that  USDA  has  been  involved  in  foreign  market  devel- 
opment for  the  past  40  years. 

But  exports  are  crucial  not  just  to  agriculture.  A  vibrant  export 
sector  is  also  crucial  to  U.S.  businesses,  U.S.  workers,  and  to  the 
entire  U.S.  economy.  Agricultural  exports  generate  roughly  1  mil- 
lion jobs  in  production,  processing,  and  export-related  services.  At 
the  same  time,  agriculture,  with  an  $18  billion  surplus  this  year,  is 
one  of  the  few  success  stories  in  the  U.S.  balance-of-trade  picture. 

As  U.S.  agriculture's  dependence  on  exports  has  increased  and  as 
markets  have  become  increasingly  globalized.  Congress  has  expand- 
ed the  Department's  role  in  export  assistance,  trade  policy,  and  for- 
eign market  development.  These  responsibilities  are  among  the 
highest  priorities  in  the  Department.  The  Foreign  Agricultural 
Service  administers  a  wide  range  of  export  programs  and  services 
to  expand  exports  of  U.S.  agricultural  products  and  open  the  door 
to  long-term  market  opportunities  for  U.S.  producers  and  export- 
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ers.  These  programs  provide  the  essential  tools  to  protect  U.S.  agri- 
culture's global  interests,  establish  new  trading  relationships, 
break  down  trade  barriers,  and  create  an  appetite  for  U.S.  products 
in  an  increasingly  intense,  competitive,  dynamic  world  market- 
place. 

The  Department  has  a  strong  interest  in  providing  greater 
export  opportunities  for  small  business.  While  our  programs  are  de- 
signed primarily  to  increase  exports  of  agricultural  products,  we 
recognize  the  importance  of  small  business  and  its  efforts,  particu- 
larly as  we  move  into  increasing  export  levels  of  high  value  and 
processed  products  where  the  innovation  of  small  businesses  has 
been  a  large  contributor  to  this  effort. 

For  example,  with  the  Market  Promotion  Program,  we  have 
taken  steps  to  increase  participation  by  small  and  new-to-export 
firms.  In  1992,  we  allocated  $100,000  for  use  by  State  regional  trade 
groups,  which  are  made  up  of  the  State  departments  of  agriculture, 
for  export  seminars  targeting  specifically  small  and  minority  busi- 
nesses. 

More  than  1,300  people  from  44  States  attended,  resulting  in 
many  new  applicants  for  this  year's  program.  All  together,  of  the 
375  companies  that  applied  for  participation  in  the  1993  market 
promotion  program  through  these  regional  groups,  80  percent  could 
be  defined  as  small  firms.  We  don't  serve  small  firms  just  through 
these  State  and  regional  organizations,  but  through  many  other  of 
the  commodity  organizations  that  participate  in  the  market  promo- 
tion program. 

These  export  seminars  are  being  funded  again  this  year.  They 
represent  a  successful  extension  of  our  efforts  to  reach  out  to 
small-  and  medium-market  firms,  efforts  which  include  trade 
shows,  sales  missions,  counseling,  and  information  for  small  export- 
ers. For  example,  we  have  reached  agreement  with  the  Small  Busi- 
ness Administration  to  provide  recruiting  effort  for  participation  in 
our  trade  show  program. 

Mr.  Chairman,  with  the  help  of  USDA's  export  promotion  and 
trade  assistance  programs,  U.S.  producers  and  exporters  are  ex- 
pected to  ship  $42.5  billion  worth  of  U.S.  agricultural  products  to 
foreign  markets  this  year,  the  second  highest  dollar  value  on 
record. 

On  behalf  of  Secretary  Espy,  the  Department,  and  FAS,  I  am 
here  to  assure  you  of  our  continued  commitment  to  enhancing  the 
global  competitiveness  of  this  Nation's  largest  industry,  food  and 
agriculture.  With  the  tools  provided  by  the  Congress,  we  plan  to 
strengthen  our  efforts  to  aggressively  promote  U.S.  agricultural 
products  in  world  markets,  to  effectively  serve  the  interests  of  U.S. 
producers  and  exporters,  including  small  business,  and  to  ensure 
that  we  are  wise  and  prudent  program  managers  so  that  our  efforts 
are  worthy  of  the  confidence  and  support  of  the  Congress  and  the 
public. 

Mr.  Chairman,  that  concludes  my  statement.  I  will  be  happy  to 
answer  any  questions  or  provide  additional  information. 

[Mr.  Mackie's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you  very  much. 

Next  we  will  hear  from  the  Export-Import  Bank.  Mr.  Cruse. 
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TESTIMONY  OF  JAMES  C.  CRUSE,  VICE  PRESIDENT,  POLICY, 
PLANNING,  AND  PROGRAM  DEVELOPMENT,  EXPORT-IMPORT 
BANK  OF  THE  UNITED  STATES 

Mr.  Cruse.  Thank  you,  Mr.  Chairman.  I  wish  to  thank  you  for 
the  opportunity  to  testify  today  regarding  both  the  status  of  the 
Trade  Promotion  Coordinating  Committee  and  the  efforts  of  the 
Export-Import  Bank  to  support  small-  and  medium-sized  business. 
As  the  other  members,  I  will  be  highlighting  things  orally  and  pro- 
vide the  entire  testimony  for  the  record. 

In  terms  of  the  TPCC,  I  would  like  to  emphasize  that  the  whole 
effort  has  been  high  level,  coordinated,  and  substantive  from  the 
beginning.  Congress  started  it  all  by  recognizing  the  importance  of 
a  coherent  U.S.  Government  export  promotion  strategy  and  codify- 
ing the  mandate  of  the  Trade  Promotion  Coordinating  Committee 
in  the  Export  Enhancement  Act  of  1992.  This  act  mandated  that 
the  Department  of  Commerce  lead  the  effort  to  craft  a  strategic 
plan  for  all  Federal  Government  export  promotion  activities  and 
present  this  plan  to  Congress  by  September  30,  1993. 

The  President  endorsed  this  effort  in  May  when  we  stated  that, 
"Our  vehicle  to  a  coherent  export  promotion  plan  will  be  the  Trade 
Promotion  Coordinating  Committee." 

The  head  of  the  Trade  Promotion  Coordinating  Committee  is  the 
Department  of  Commerce,  and  Secretary  Brown  has  illustrated  his 
serious  commitment  to  this  effort  in  two  different  ways:  First,  he 
himself  has  put  in  considerable  time.  At  the  meeting  of  the  princi- 
pals that  was  referred  to  earlier,  and  several  meetings  since,  he 
has  shown  a  thorough  understanding  and  a  total  involvement  in 
the  process. 

Second,  he  gave  an  illustration  of  what  the  whole  process  is  in- 
tended to  mean  when  he  appointed  Chairman  Brody  of  the  Exim- 
bank  to  be  his  deputy  in  the  whole  process.  This  interagency  coop- 
eration is  what  the  TPCC  is  all  about,  and  nothing  could  be  a 
better  example  of  that  commitment  than  to  appoint  someone  from 
outside  your  own  agency  to  be  a  key  member  in  implementing  the 
v/hole  thing. 

For  his  part.  Chairman  Brody  has  tackled  it  with  enthusiasm, 
and  he  has  been  more  than  just  personally  involved.  He  has  not 
only  attended  the  meetings  that  the  Secretary  has  called,  but  he 
has  attended  staff-level  meetings,  he  has  chaired  intermediate-level 
meetings,  he  has  been  intimately  involved  in  all  of  the  committees, 
in  all  of  the  processes,  and  he  has  committed  up  to  5  percent  of  the 
Eximbank's  total  staff  to  the  TPCC  process. 

If  you  could  get  a  similar  ratio  from  someone  like  the  Depart- 
ment of  Commerce,  we  could  have  thousands  of  people  working  on 
the  TPCC. 

Mr.  Ford.  We  are  close. 

Mr.  Cruse.  Not  only  the  Commerce  Department,  who  are  obvi- 
ously intimately  involved,  but  all  of  the  19  agencies  have  been  in- 
volved in  a  serious  way.  Mr.  Ford  went  over  the  series  of  meetings 
that  we  held  for  a  month.  Those  people  showed  up  every  day.  We 
didn't  have  to  take  attendance;  attendance  was  quite  good. 

They  came  up  with  a  list  of  ideas  that  showed  thoughtfulness 
and  imagination,  so  that  we  have  the  Congress,  the  President,  the 
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Secretary  of  Commerce  and  all  of  the  cabinet  members,  the  chair- 
man of  Eximbank,  a  substantial  portion  of  the  bank,  and  all  of  the 
19  agencies,  all  heavily  and  substantively  involved.  The  suggestions 
that  are  coming  out  of  that  group,  we  think  you  will  find  not  only 
serious,  but  they  will  reflect  the  principles  that  Mr.  Mendelowitz 
listed  earlier.  They  have  arrived  at  them  cooperatively.  They  do  try 
to  get  change,  and  they  do  address  the  issues  that  are  in  front  of 
this  Nation  in  terms  of  exports. 

Most  particularly,  one  of  the  criteria  that  was  applied  to  every 
action  considered  was  how  does  this  help  small  business?  Small 
business  was  a  major  consideration  in  every  working  group,  and 
the  suggestions  that  are  coming  forward  will  show  a  heightened 
concern,  a  much  greater  focus  on  the  issues  and  trials  of  small 
business.  So,  the  TPCC  has  taken  the  challenge  that  the  Congress 
presented.  It  has  developed  or  is  developing  a  plan,  and  that  plan 
will  focus  significantly  and  dramatically  on  the  issues  of  small 
business. 

Now,  Eximbank  itself,  separate  from  the  TPCC,  is  not  sitting 
around.  Over  the  past  year,  we  have  already  taken  the  serious 
steps  of  reorganizing  the  entire  institution  to  create  a  small  busi- 
ness group.  That  group  has  spent  a  lot  of  time  and  effort  going 
around  the  country,  making  sure  that  our  programs  are  known, 
and  taking  the  pulse  of  the  population  to  see  exactly  what  was 
wrong  with  those  programs. 

As  a  consequence,  for  over  a  year,  we  have  had  our  major  or  our 
most  direct  small  business  program,  the  working  capital  program, 
under  review  and  under  change.  That  program  will  be  finalized 
here  in  the  next  few  weeks,  but  we  think  that  when  done,  it  will  be 
a  much  smoother,  easier,  and  better  program  for  the  small  business 
community. 

Going  forward,  we  are  not  going  to  just  do  what  the  TPCC  is  in- 
volved in.  It  will  be  the  flagstaff  around  which  we  will  rally,  but 
we  are  already  engaged  in  redoing  our  entire  data  system  and  look- 
ing at  our  insurance  program  to  see  what  we  can  do  irrespective  of 
the  TPCC. 

In  the  future,  Exim  must  continue  to  adapt  its  programs  and 
policies  to  better  serve  the  changing  needs  of  the  small-  and 
medium-sized  business  sector.  I  can  assure  you  that  Eximbank  will 
continue  to  take  the  mission  of  supporting  small-  and  medium-sized 
businesses  seriously  and  will  continue  to  support  the  TPCC  process 
and  its  focus  on  small  business. 

That  concludes  my  testimony.  If  you  have  any  questions,  I  will  be 
glad  to  answer  them. 

[Mr.  Cruse's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you,  Mr.  Cruse. 

Mr.  Chiaruttini  from  the  Small  Business  Administration. 

TESTIMONY  OF  GIORDANO  A.  CHIARUTTINI,  ACTING  DIRECTOR, 
OFFICE  OF  INTERNATIONAL  TRADE,  U.S  SMALL  BUSINESS  AD- 
MINISTRATION 

Mr.  Chiaruttini.  Good  morning,  Mr.  Chairman  and  Members.  I 
appreciate  the  opportunity  this  morning  to  present  SBA's  role  in 
U.S.   trade   development   and   how   it   helps   small   businesses   to 
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export.  I  would  just  say  that  I  think  my  colleagues  have  covered 
very  adequately  their  commitment  to  the  TPCC  effort  and  the 
working  groups  that  have  been  meeting  really  for  the  last  month 
or  month  and  a  half. 

I  would  just  like  to  say  at  this  point  that  the  SBA  endorses  and 
strongly  supports  the  efforts  of  the  TPCC  to  make  the  trade  deliv- 
ery system  much  more  efficient  for  all  businesses,  but  particularly 
small  businesses.  Two  members  of  the  Office  of  International  Trade 
staff  worked,  as  did  other  agency  staff  members,  literally  every  day 
and  made,  I  thought,  significant  contributions  to  the  effort. 

In  answer  to  the  questions  that  you  had  presented  to  us,  I  would 
just  like  to  say  that  the  SBA's  resison  for  involvement  in  interna- 
tional trade  does  come  directly  from  Congress,  which  established 
SBA's  Office  of  International  Trade  by  the  Small  Business  Export 
Expansion  Act  of  1980,  and  then  later  expanded  our  international 
trade  role  in  the  International  Trade  and  Competitiveness  Act  of 
1988. 

Through  its  extensive  resource  partnership  of  small  business  de- 
velopment centers,  small  business  institutes,  and  SCORE,  the  serv- 
ice corps  of  retired  executives,  SCORE  volunteer  chapters,  and  its 
own  offices  located  nationwide,  SBA  considers  itself  uniquely  capa- 
ble of  delivering  international  trade  assistance  to  the  small  busi- 
ness community. 

In  1992,  SBA  and  its  resource  partners  conducted  more  than 
17,500  export  counseling  sessions  with  small  businesses.  Demand 
for  this  international  trade  assistance  has  grown  stronger,  and 
SBDC's  alone  this  year  performed  29,000  hours  of  international 
trade  counseling  just  in  the  first  6  months  of  this  year. 

In  response  to  your  questions  of  what  trade  development  tools 
are  needed,  we  have  gone  into  much  more  detail  in  our  written  tes- 
timony, but  I  would  just  like  to  highlight  some  of  them  here.  Be- 
cause of  shrinking  Federal  dollars,  member  agencies  of  the  Trade 
Promotion  Coordinating  Committee  will  have  to  work  smarter  and 
more  efficiently  with  the  resources  that  we  have  on  hand  today. 
One  way  we  are  exploring  to  do  this  is  through  the  proposed  cre- 
ation of  a  pilot,  one-stop  shop  now  being  explored  by  the  Depart- 
ment of  Commerce,  Eximbank,  and  the  Small  Business  Administra- 
tion. These  shops  would  provide  businesses  with  hands-on  guidance 
from  skilled  trade  specialists  from  each  of  the  participating  agen- 
cies, all  under  one  roof. 

In  the  last  3  years,  as  SBA's  export  loan  volume  has  increased, 
small  businesses  have  turned  more  frequently  to  the  SBA  to  solve 
their  export  finance  problems.  To  increase  that  volume,  SBA  in- 
tends to  develop  a  more  streamlined  loan  application  process  to 
make  it  easier  for  small  business  borrowers  and  lenders  to  avail 
themselves  of  our  export  lending  program. 

A  data  base  developed  and  maintained  by  the  SBA  would  be  an- 
other excellent  tool,  and  that  would  be  a  major  first  step  to  ensure 
that  small  businesses  are  kept  abreast  of  joint  venture  opportuni- 
ties. That  information  would  be  disseminated  through  our  resource 
network  and  the  agency's  electronic  bulletin  board,  SBA  on-line. 

On  our  own  trade  development  programs,  the  SBA  responded  to 
its  legislative  mandate  and  offers  a  wide  range  of  assistance  to 
small  companies  at  all  stages  along  the  export  continuum.  Small 
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business  exporters  receive  basic  counseling  and  training  through 
SBA's  resource  partners.  SBA  helps  small  businesses  secure  export 
financing.  In  addition  to  the  7(a)  Loan  Program,  SBA's  financial 
services  include  two  trade  finance  programs,  the  Export  Revolving 
Line  of  Credit  [ERLC],  and  the  International  Trade  Loan  Program. 
The  dollar  volume  of  export-related  loan  guarantees  nearly  doubled 
over  the  last  fiscal  year,  jumping  from  $123  million  in  fiscal  year 
1991  to  $241  million  in  1992. 

In  addition,  SBA  publishes  a  variety  of  low-cost  or  free  publica- 
tions. The  newest  one  is  "Breaking  into  the  Trade  Game,"  a  small 
business  guide  to  exporting,  available  this  August. 

I  would  say  that  almost  all  of  these  trade  guides  and  information 
sources  are  done  under  a  cosponsorship  with  the  private  sector, 
and  actual  printing  of  these  documents  is  not  out  of  appropriated 
funds,  but  with  cosponsorship  funds. 

The  SBA  offers  the  Export  Legal  Assistance  Network,  or  ELAN, 
which  provides  international  trade  legal  consultation  for  small 
businesses  interested  in  exporting.  The  newest  service  we  offer  is 
the  Automated  Trade  Locator  Assistance  System,  or  SBATLAS, 
which  provides  small  businesses  with  free  international  trade  sta- 
tistics for  virtually  any  product  being  imported  to  or  exported  from 
specific  countries. 

OIT's  Special  Field  Initiatives  Fund  directs  outreach  funds  to 
SBA  field  offices  where  interest  in  exporting  is  the  highest.  Several 
innovative  approaches  and  projects  have  resulted  out  of  the  SFI. 
The  most  promising  has  been  the  Export  Trade  Assistance  Partner- 
ship, which  we  refer  to  as  E-TAP,  which  is  a  new  training  model 
that  provides  one-on-one  guidance  to  new-to-export  clients.  This  is 
done  not  just  using  SBA  trade  personnel,  but  many  trade  resources 
out  in  that  particular  community. 

SBA  also  assists  small  firms  to  export  indirectly  through  the  use 
of  trade  intermediaries,  such  as  export  management  companies  and 
export  trading  companies. 

In  conclusion,  SBA  sees  itself  as  assuming  an  appropriate  leader- 
ship role  within  the  TPCC  to  meet  the  growing  needs  of  small  busi- 
ness exporters.  We  stand  ready  to  work  with  our  sister  agencies  to 
improve  the  delivery  of  international  trade  services  to  our  un- 
equaled  network  of  resource  partners. 

Thank  you,  sir. 

[Mr.  Chiaruttini's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you. 

Mr.  Mendelowitz,  what  should  be  the  link  between  trade  policy 
and  trade  development,  and  does  a  link  currently  exist  in  your 
opinion? 

Mr.  Mendelowitz.  I  think  that  the  question  you  pose  is  very  im- 
portant. Trade  policy  initiatives  that  are  designed  to  eliminate  for- 
eign trade  barriers  to  U.S.  exports  only  translate  into  exports  if 
U.S.  firms  are  ready  to  exploit  the  openings.  Because  of  this  critical 
linkage,  it  makes  sense  to  integrate  setting  trade  policy  priorities 
and  trade  promotion  priorities,  so  that  when  a  foreign  barrier  to 
exporting  is  eliminated,  U.S.  firms  will  be  in  the  best  position  to 
exploit  that  opening. 

Unfortunately,  that  link  has  existed  only  sporadically  and  on  oc- 
casion. It  is  not  systematic,  which  I  think  is  unfortunate,  because 
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we  are  missing  opportunities.  The  one  example  that  I  can  come  up 
with  in  which  there  was  an  explicit  link  between  a  trade  policy  ini- 
tiative and  a  trade  promotion  initiative  involves  the  effort  to 
remove  Japan's  quotas  on  imports  of  beef. 

The  United  States  produces  high-quality,  very  competitive  beef, 
and  that  beef  couldn't  get  into  the  Japanese  market  because  of 
strict  quotas.  The  U.S.  Government  initiated  a  trade  policy  effort  to 
convince  the  Japanese  to  substitute  tariffs  for  those  quotas  and 
then  eventually  reduce  those  tariffs.  This  trade  policy  initiative 
was  accompanied  by  an  advertising  campaign  in  Japan,  supported 
by  TEA/MPP  funds,  which  was  designed  to  advise  Japanese  con- 
sumers about  the  benefits  and  quality  of  U.S.  beef.  This  campaign 
sought  to  create  a  constituency  in  Japan  to  support  removal  of  the 
beef  quotas  and  to  provide  a  ready  market  for  the  sale  of  U.S.  beef. 

This,  I  think,  is  a  good  example  of  the  type  of  integration  of 
trade  policy  and  trade  promotion  that  makes  sense,  but  it  is  also,  I 
think,  the  type  of  coordination  that  takes  place  very  infrequently. 

Chairman  Sarpauus.  Thank  you. 

Mr.  Ford,  could  you  explain  to  me  what  the  National  Trade  Data 
Bank  is? 

Mr.  Ford.  The  National  Trade  Data  Bank,  which  was  mandated 
by  Congress  in  the  1988  omnibus  trade  bill,  was  a  requirement, 
under  Commerce  leadership,  to  set  up  an  accessible  data  bank  for 
businesses  to  use  in  terms  of  both  trade  statistics  and  trade  leads. 

We  have  made  major  strides  in  the  Commerce  Department  in 
recent  years  to  both  enhance  the  quality  of  the  information  that 
we  can  put  on  this  data  bank  and  the  way  it  is  disseminated  to  the 
business  community,  through  the  use  of  CD-ROM  [compact  disk] 
technology;  but,  in  essence,  the  National  Trade  Data  Bank  is  a  re- 
pository of  information  that  U.S.  Government  agencies  contribute 
to,  both  in  the  statistical  sense  as  well  as  many  reporting  agencies. 
State  Department  and  Agriculture.  Principally,  the  Foreign  Com- 
mercial Service  overseas  market  insight  reports,  market  research, 
that,  through  a  CD-ROM  disk,  is  disseminated  out  into  the  net- 
work and  is  made  available  to  American  firms  to  assist  them  as 
they  develop  their  marketing  campaigns. 

Chairman  Sarpalius.  Is  it  not  true  that  the  foreign  competitors 
all  have  access  to  the  National  Trade  Data  Bank. 

Mr.  Ford.  It  is  open  to  purchase  by  any  person,  unlike  a  more 
closed  system  where  you  have  targeted  recipients  and  identify  your 
clients  and  send  that  information  exclusively  to  them. 

That  was  a  conscious  debate  I  was  not  involved  in  at  the  time.  I 
know  in  terms  of  our  trade  opportunity  program — a  very  similar 
exercise  of,  isn't  it  better  to  disseminate  it  only  to  targeted  Ameri- 
can clients  who  could  use  it  and  not  subject  it  to  the  first  purchas- 
er. The  limitations  and  problems  with  that,  that  I  am  not  familiar 
with,  have  made  it  more  accessible  to  get  this  to  our  clients.  We 
advertise  it,  as  well,  but  it  does  have  the  downside  of  being  avail- 
able to  our  competitors  as  well. 

Chairman  Sarpalius.  Do  we  work  aggressively  to  try  to  gather 
trade  data  from  other  countries,  the  same  as  they  try  to  gather 
ours? 
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Mr.  Ford.  We  do,  in  our  efforts  overseas,  try  to  have  that  effort. 
Whether  it  is  as  aggressive  or  not,  I  would  tend  to  doubt  that  at 
this  point  in  time. 

Chairman  Sarpalius.  In  your  testimony,  when  you  talk  about 
the  deputy's  review,  do  you  have  any  idea  when  we  will  be  able  to 
start  seeing  the  results  of  what  you  are  doing  now? 

Mr.  Ford.  I  think  that  is  imminent.  I  would  anticipate  in  the 
next  2  to  3  weeks  maximum — it  would  be  an  ample  period  of 
time — that  the  Secretary's  desire  to  have  a  real  period  of  time  to 
have  exchange  between  Members  of  Congress  as  well  as  the  private 
sector  on  these  conclusions.  So,  I  hope  within  the  next  2  or  3 
weeks. 

Chairman  Sarpauus.  Will  those  conclusions  make  recommenda- 
tions of  consolidating  agencies  and  programs? 

Mr.  Ford.  They  would  make  recommendations  with  regard  to 
streamlining  functions  and  servicing  clients,  yes. 

Chairman  Sarpauus.  OK. 

Mr.  Mackie,  we  spend  an  awful  lot  of  money  in  promoting  agri- 
cultural products  overseas.  Should  we  be  moving  more  in  the  direc- 
tion of  doing  more  in  the  line  of  a  market-oriented  approach, 
trying  to  identify  markets  for  those  agricultural  products,  especial- 
ly when  we  have  surpluses  on  some  of  those  products? 

Mr.  Mackie.  Mr.  Chairman,  I  think  our  programs  are  designed 
around  that  basis.  We  are  trying  to  apply  them  to  those  products 
and  in  those  markets  where  they  can  be  most  effectively  utilized. 
We  have  a  process,  both  in  planning  our  efforts  and  in  allocating 
our  funds,  that  works  to  that  end. 

I  would  like  to  make  a  comment  on  the  "awful-lot-of-money" 
point  that  you  raised,  which  goes  back  to  the  work  that  Mr.  Men- 
delowitz  has  done  in  delineating  the  75  percent  of  market  promo- 
tion funds  that  go  to  support  agricultural  products.  I  think  that  de- 
pends on  what  you  include  in  the  definition  of  market  promotion 
funds. 

Certainly  included  in  that  work  and  in  the  publication  that  the 
GAO  issued,  and  that  that  number  is  based  on  is  the  export  en- 
hancement program  and  other  direct  subsidy  programs.  I  would 
not  define  those  programs  as  market  promotion  programs.  I  would 
define  market  promotion  programs  more  in  terms  of  building  long- 
range  markets  on  a  commercial  basis,  whereas  the  export  subsidy 
programs  are  strictly  that,  to  make  your  product  price  competitive. 
If  you  make  some  adjustments  on  that  basis,  then  the  proportion  of 
the  funds  that  go  to  agriculture  is  not  as  high;  although  it  is  still 
certainly  large. 

But  I  think  we  have  to  be  very  careful  about  what  we  include, 
and  how  we  measure  the  funds  that  are  going  into  these  programs, 
so  that  we  are  not  comparing  apples  and  oranges.  Certainly,  the 
Congress  has  seen  fit  to  support  the  programs  that  support  agricul- 
tur£d  exports,  and,  in  that  sense,  I  think  you  also  have  to  look  at 
the  needs  of  the  particular  sectors  when  making  those  judgments. 

Chairman  Sarpalius.  Well,  let  me  give  you  an  example. 

As  you  look  into  the  future  for  agriculture,  the  one  area  where 
other  countries  have  become  extremely  competitive  with  us  is  in 
areas  like  value-added  products.  We  are  moving  in  that  direction, 
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but  I  am  not  convinced  we  are  moving  aggressively  enough  to  try 
to  capture  some  of  those  markets  that  are  available. 

We  talked  about  beef.  For  an  example,  there  is  a  tremendous 
market  for  boxed  beef.  Instead  of  sending  them  cows  or  bulls  and 
have  them  raise  their  own  beef,  where  there  are  markets,  they  are 
sending  them  steaks  and  hamburger  meat  and  other  value-added 
products. 

My  concern  is,  do  you  think  that  the  Department  of  Agriculture 
is  working  aggressively  in  areas  that  can  indeed  provide  some 
great  opportunities  from  a  market  standpoint  in  the  future  of 
value-added  products? 

Mr.  Mackie.  Yes,  sir;  I  do.  I  wouldn't  say  that  we  couldn't  do 
more;  I  would  never  say  that.  But  the  exports  of  value-added  prod- 
ucts in  the  agriculture  sector  have  certainly  been  the  bright  spot. 
They  have  doubled  since  the  mid-1980's,  and,  in  fact,  our  world 
market  share  in  that  particular  sector,  high-value  and  processed 
products  is  increasing.  It  is  one  of  the  few  areas  in  agriculture 
where  that  is  occurring. 

Most  of  the  money  that  is  targeted  to  the  private  sector  through 
the  market  promotion  program  is  targeted  at  that  particular  sector 
of  agriculture,  the  high-value  and  processed  products. 

Chairman  Sarpalius.  I  see  tremendous  opportunity  there  for 
more  growth  in  the  future. 

Mr.  Cruse,  can  you  tell  me  of  any  loan  programs  that  are  avail- 
able for  a  small  business  that  wants  to  become  competitive  over- 
seas, wants  to  sell  their  product,  or  maybe  they  have  a  contract  in 
hand  of  exporting  an  American-made  product  from  their  company 
but  they  need  some  financing  to  put  this  thing  together? 

Do  you  have  any  loan  programs  along  that  line? 

Mr.  Cruse.  We  have  a  variety  of  loan,  guaranteed  insurance  pro- 
grams that  could  meet  most  any  small  needs.  If  that  company  has 
an  order  in  hand  but  hasn't  got  the  product  yet,  they  can  use  the 
working  capital  program  which  will  give  them  the  funds  to  build 
the  piece  of  equipment  or  whatever,  or  give  them  the  funds  to  go 
out  to  collect  wood  chips  and  handle  an  aggregation  for  an  order.  If 
they  have  the  product,  and  they  have  the  sale,  and  they  need  per- 
haps some  short-  to  medium-term  financing,  we  have  various  insur- 
ance programs,  if  it  is  30-,  60-,  or  90-day  terms  they  need,  and  we 
have  medium-term  programs  if  they  need  a  little  longer. 

We  can  help  them  all  the  way  from  the  time  they  have  a  possible 
order  to  help  them  build  it  and  once  they  build  it,  to  ship  it  on 
terms. 

Chairman  Sarpauus.  Mr.  Chiaruttini,  do  you  have  any  loan  pro- 
grams like  that  through  the  SBA? 

Mr.  Chiaruttini.  The  SBA,  as  I  mentioned  in  the  oral  portion  of 
my  testimony,  has  the  export  revolving  line  of  credit  and  the  inter- 
national trade  loan  but  in  addition  to  that,  sir,  we  also  make  loans 
to  small  businesses  that  are  exporting.  I  mentioned  the  figure  of 
almost  100-percent  increase  from  1991  to  1992  in  the  volume  of  all 
loans.  That  would  include  7(a)  loans,  export  revolving  line  of  credit, 
international  trade  loans,  and  a  small  portion  of  504  loans  to  small 
businesses.  I  think  my  figure  was  $123  to  $241  million. 

The  export  revolving  line  of  credit  is  specifically  geared  to  small 
business  exporters  who  need  preexport  financing  but  a  lot  of  small 
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businesses  that  are  exporting  use  the  7(a)  Program  for  working 
capital  loans  for  preexport  financing. 

Chairman  Sarpauus.  Now,  let  me  ask  Mr.  Chiaruttini  and  Mr. 
Cruse,  do  you  have  any  duplication  here  in  loan  programs  available 
to  small  business? 

Mr.  Chiaruttini.  Some  people — unless  Mr.  Cruse  would  like  to 
go  first. 

Mr.  Cruse.  You  started. 

Mr.  Chiaruttini.  I  think  there  is,  in  certain  places,  an  overlap. 
Eximbank  offers  100  percent  guarantee  under  its  working  capital 
loan.  I  am  not  familiar  with  all  the  details  of  the  Eximbank  loan 
programs,  but  I  would  say  there  probably  is  an  overlap. 

Mr.  Cruse.  Under  a  transaction  of  $750,000  or  less,  there  is  an 
overlap,  the  SBA  Program,  the  ERLOC  Program,  the  single  sale 
program  that  deals  up  to  that  amount.  The  Eximbank  working  cap- 
ital program  raises  the  single  sale  program  that  handles  that 
amount  up  to  many  millions.  One  of  the  things  that  the  TPCC  is 
looking  at  is  the  sharpening,  streamlining  of  programs  so  that 
when  you  have  dual  capacities  that  they  complement  rather  than 
compete. 

Chairman  Sarpauus.  Let  me  ask  Mr.  Ford,  Mr.  Mackie,  Mr. 
Cruse,  and  Mr.  Chiaruttini,  if  I  had  a  small  business,  and  I  called 
asking  you  for  help,  I  wanted  to  export  my  product,  what  would 
you  do  to  help  me? 

Mr.  Ford.  I  could  take  a  crack  at  that,  assuming  you  will  call  our 
district  office  indicating  you  had  this  product  and  you  had  interest 
in  exporting.  We  have  a  very  intense  counseling  procedure  that  we 
work  with  you  on  to  evaluate  your  export  capabilities  in  terms  of 
where  you  would  want  to  be  turning  to  make  that  first  export  sale. 

In  some  cases,  you  might  already  have  the  order  in  hand  because 
you  have  a  fax  in  from  a  foreign  client  who  has  seen  your  product 
and  that  makes  it  simpler,  but  we  have  tried  to  basically  offer  and 
train  our  trade  specialists  in  district  offices  to  be  qualified  to  work 
through  on  a  business  plan  with  a  company  to  find  out  where  their 
opportunities  are  best. 

Frankly,  information  and  contacts  are  the  key  things  that  we 
would  offer  you.  Working  with  your  product  and  understanding  the 
indicators  you  look  at  to  develop  your  market,  we  would  either 
have  the  basis  to  off-the-shelf  look  at  information  or  contact  the 
overseas  posts  to  develop  specific  information  that  would  allow  you 
to  begin  to  develop  that  marketplace.  So,  I  think  the  key  thing  we 
would  offer  you  with  a  business  client  is  market  specific  informa- 
tion and  business  contacts. 

Chairman  Sarpauus.  What  if  I  needed  a  loan?  Where  would  you 
send  me? 

Mr.  Ford.  In  a  loan,  and  this  is  an  interesting  effort  that  we  are 
trjdng  to  improve  our  ability  to  counsel  on  trade  finance  which  is 
another  requirement  in  the  Export  Enhancement  Act,  we  are 
working  very  closely  with  the  Export-Import  Bank  and  SBA  on 
training  programs  here,  but  frankly  we  would  not  have  the  finan- 
cial capacity  in  our  marketing  organization  and  would  again,  I 
think,  rely  upon  the  district  office  who  would  know  the  local  net- 
work best  to  decide  if  this  was  something  that  would  be  more  ap- 
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propriate  for  the  SBA  or  more  appropriate  to  make  a  referral  to 
the  Export-Import  Bank. 

Chairman  Sarpauus.  Mr.  Mackie,  suppose  I  was  in  business,  and 
I  was  developing  some  seedless  watermelons,  and  I  wanted  to  sell 
these  seeds,  and  I  had  a  market  for  them.  I  want  to  know  where  I 
can  sell  these  seeds  overseas.  What  would  you  do  with  them? 

Mr.  Mackie.  We  would  essentially  do  the  same  thing  as  Mr.  Ford 
would  do  in  the  Commerce  Department.  We  try  and  work  with  you. 
We  could  put  the  information  that  you  have  these  seeds  available 
out  to  a  list  of  people  who  might  be  interested  in  bu)dng  watermel- 
on seeds  overseas  through  our  network  of  offices. 

We  could  put  you  in  contact  with  people  either  in  our  own  offices 
or  in  the  States,  through  the  States  but  the  State  Departments  of 
Agriculture  who  might  be  able  to  work  with  you  on  a  little  closer 
basis  in  terms  of  making  sure  that  the  paperwork  is  in  line  and 
that  you  have  the  opportunity  to  make  sure  that  everything  is  in 
proper  format  for  exporting  overseas. 

Chairman  Sarpalius.  Would  you  put  me  in  contact  with  offices 
overseas  or  would  you  have  an  individual  that  would  help  me 
through  the  steps?  Would  you  assign  a  person  to  me  to  try  to  help 
me  get  through  the  Government  bureaucracy  or  to  help  find  these 
markets,  or  how  would  you  do  it? 

Mr.  Mackie.  We  would  do  it  first  through  someone  on  our  staff 
who  would  be  most  familiar  with  your  particular  product  in  terms 
of  exploring  specifically  what  might  be  involved  in  exporting  and 
to  where  you  might  have  the  best  opportunity  to  export  the  prod- 
uct. If  then  there  was  need  for  further  information  in  terms  of 
overseas  contacts,  we  would  either  do  it  ourselves  with  our  offices 
overseas  or  put  you  in  direct  contact  with  those  folks. 
Chairman  Sarpalius.  OK.  Mr.  Cruse. 

Mr.  Cruse.  Well,  if  it  came  referred  from  the  Commerce  Depart- 
ment, first  of  all,  if  they  were  still  just  looking  and  you  were  think- 
ing about  would  they  have  financed  if  they  needed  it,  we  would  be 
able  to  counsel  them  and  tell  them  what  types  of  information  and 
data  they  would  need  to  get. 

If  they  had  a  real  deal  that  needed  financing,  we  would  process  it 
through  one  of  our  various  programs,  and  we  do  have  people  in  our 
marketing  programs  who  do  try  to  take  a  one-off  handholding  exer- 
cise with  smaller  exporters. 
Chairman  Sarpalius.  Mr.  Chiaruttini. 

Mr.  Chiaruttini.  Mr.  Ford  mentioned  what  happens  when  a 
small  business  comes  into  the  Department  of  Commerce.  I  would 
say  that  in  the  past  Commerce  has  targeted,  and  even  now  targets, 
infrequent  exporters.  On  the  other  hand,  the  Small  Business  Ad- 
ministration will  often  get  new-to-export  companies,  in  fact,  compa- 
nies that  don't  even  know  whether  they  want  to  export,  and  we  put 
them  through  a  fairly  thorough  screening  process. 

A  small  business  person  comes  in,  for  example,  and  a  district 
international  trade  officer  out  in  our  district  office  will  sit  down 
with  that  person  and  quickly  determine  whether  this  person  is 
really  ready  to  do  any  exporting  or  seriously  considering  being  able 
to  export.  A  SCORE  volunteer  usually  is  present,  or  an  appoint- 
ment can  be  made  with  a  SCORE  volunteer  at  the  district  office  to 
do  further  assessment. 
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Often  the  small  business  person  will  come  in,  and  they  are  not 
ready  to  export;  they  are  just  looking  for  ideas.  At  that  point,  we 
tell  them  they  are  not  ready,  and  they  move  on  to  something  else 
and  maybe  come  back  later. 

The  small  business  development  centers,  the  SBDC's,  are  located 
at  over  900  sites  around  the  country.  Many  of  these  have  interna- 
tional trade  centers,  and  these  are  another  counseling  resource, 
along  with  the  Small  Business  Institutes. 

But,  essentially,  we  handle  the  new  exporters,  and  we  provide 
them  with  guidance  and  direction.  If  they  are  more  sophisticated, 
more  ready  than  we  assume  when  they  first  came  in,  we  would 
then  hand  them  off  to  other  agencies,  for  example,  the  Department 
of  Commerce  if  they  have  a  more  sophisticated  ability  to  export. 

Chairman  Sarpauus.  Mr.  Ford,  you  brought  up  a  great  point  in 
your  testimony  where  you  talked  about  a  lot  of  small  businesses 
are  seeking  information  and  contacts.  I  am  afraid  that  we  see  a  lot 
of  small  businesses  out  there  that  want  to  get  involved  in  export 
markets  but  they  are  fearful.  They  don't  know  what  is  the  first 
step. 

We  have  to  find  some  way  of  building  confidence  in  businesses  in 
this  country  to  compete  globally  because  there  is  no  question  that 
we  can  out-compete  any  country  in  the  world  if  we  put  our  mind  to 
it.  We  have  shown  that  before. 

I  want  to  thank  each  of  you  for  your  time  and  for  the  informa- 
tion that  you  have  given  us.  We  also  will  be  sending  you  a  letter 
with  some  additional  questions  and  information  that  we  would  like 
to  get  from  you  as  well. 

Thank  you  so  much. 

Mr.  Ford.  Thank  you  very  much. 

Mr.  Chiaruttini.  Thank  you,  sir. 

Chairman  Sarp alius.  We  are  now  ready  for  the  second  panel. 

On  our  second  panel,  we  will  be  hearing  from  the  U.S.  Trade  De- 
velopment Agency,  Ms.  Nancy  Frame.  She  is  the  acting  director. 
We  will  also  be  hearing  from  the  State  Department,  Mr.  Richard  E. 
Hecklinger.  Am  I  pronouncing  that  right? 

Mr.  Heckunger.  Perfect. 

Chairman  Sarpalius.  He  is  the  principal  Deputy  Assistant  Secre- 
tary for  the  Bureau  of  Business  and  Economic  Affairs. 

We  will  also  be  hearing  from  the  U.S.  Department  of  Energy, 
Ms.  Susan  F.  Tierney.  She  is  Assistant  Secretary  for  Policy,  Plan- 
ning, and  Program  Evaluation. 

We  will  also  be  hearing  from  the  U.S.  Agency  of  International 
Development,  Mr.  Edward  L.  Saiers.  He  is  the  Acting  Director  of 
the  policy  directorate;  is  that  correct? 

Mr.  Saiers.  That  is  right,  sir. 

Chairman  Sarpalius.  Then  we  will  be  hearing  from  the  Overseas 
Private  Investment  Corporation,  Mr.  Christopher  Finn,  who  is  the 
executive  vice  president. 

We  will  be  hearing  from  the  U.S.  Department  of  Treasury,  Mr. 
William — how  do  you  pronounce  it? 

Mr.  Barreda.  Barreda. 

Chairman  Sarpauus.  OK.  He  is  the  Deputy  Assistant  Secretary 
for  Trade  and  Investment  Policy. 

All  right,  we  will  begin  with  Ms.  Frame. 
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TESTIMONY  OF  NANCY  D.  FRAME,  ACTING  DIRECTOR,  U.S.  TRADE 
AND  DEVELOPMENT  AGENCY 

Ms.  Frame.  Thank  you,  Mr.  Chairman,  and  good  morning.  I  am 
very  pleased  to  be  here  this  morning  and  to  have  this  opportunity 
to  explain  how  the  U.S.  Trade  and  Development  Agency,  TDA, 
helps  American  exporters  in  the  competitive  markets  overseas. 

In  the  5  minutes  that  I  have,  I  would  like  to  give  just  a  very  brief 
overview  of  the  TDA  Program,  talk  a  little  more  specifically  about 
how  we  help  small  exporters,  and  then  say  a  few  words  about 
TDA's  role  in  the  TPCC. 

TDA,  as  you  know,  Mr.  Chairman,  is  a  foreign  assistance  agency, 
but  we  have  a  commercial  orientation.  Essentially,  what  that 
means  is  that  we  provide  grants  to  developing  and  middle-income 
countries.  These  grants  enable  them  to  buy  expertise  from  United 
States  companies,  engineering  or  technical  expertise,  in  helping 
them  to  plan  their  major  development  projects.  I  might  just  say 
that  these  projects  tend  to  be  in  the  infrastructure  and  industrial 
areas. 

This  assistance  is  very  valuable  to  the  developing  countries,  as 
you  may  well  imagine,  because  it  provides  them  with  state-of-the- 
art  engineering  and  technical  expertise  so  they  can  plan  their 
projects  in  the  most  cost-efficient,  environmentally  sound  way,  but, 
at  the  same  time,  this  assistance  is  also  very  valuable  to  U.S.  firms. 

The  reason  that  is  so,  is  that  it  helps  to  position  a  U.S.  firm  at 
the  very  early  stages  in  the  development  of  big  major  projects.  We 
focus  on  projects  that  have  the  potential  for  utilizing  millions  of 
dollars  of  U.S.  goods  and  services  when  they  are  implemented. 

The  theory  is  that  if  you  get  a  U.S.  firm  in  at  the  design  stage  of 
a  project,  that  firm  and  other  U.S.  firms  will  continue  into  the  im- 
plementation stage,  and  that  more  U.S.  goods  and  services  ^yill  be 
utilized  in  that  project  than  would  otherwise  be  the  case  if  you 
didn't  get  an  American  firm  in  early  on.  So,  that  is,  essentially, 
what  we  do.  The  assistance  that  we  give  primarily  is  in  the  form  of 
feasibility  studies,  but  we  also  fund  other  planning  services. 

What  impact  does  this  have?  We  find  that  to  date,  U.S.  exports 
associated  with  projects  in  which  we  funded  the  feasibility  studies, 
total  over  $4.6  billion.  If  you  look  at  the  projects  that  we  have 
funded,  excluding  the  last  2  fiscal  years,  because  those  projects  by 
and  large  have  not  yet  gone  forward  to  implementation,  we  find 
that  for  every  dollar  TDA  has  spent,  $25  million  of  U.S.  exports 
y|Qc  ■rGsu.ltGQ 

This,  essentially,  is  what  TDA  does.  How  does  this  program  help 
small  business  exporters?  Well,  as  I  mentioned  in  my  written  testi- 
mony, our  program  helps  small  businesses  in  a  variety  of  ways,  and 
I  won't  go  into  detail  in  my  oral  testimony  this  morning,  but  I 
would  like  to  highlight  a  couple  of  things. 

First  of  all,  we  use  exclusively  small  businesses,  small  and/or  mi- 
nority businesses,  to  help  us  in  assessing  whether  or  not  to  fund 
feasibility  studies,  and  we  call  these  definitional  missions.  You 
might  also  consider  them  to  be  prefeasibility  studies.  These  defini- 
tional missions  enable  the  small  companies  to  travel  overseas  and 
to  make  contacts  with  the  foreign  officials,  both  public  and  private 
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sector  officials,  who  are  responsible  for  these  big  projects  which 
will  involve,  hopefully,  millions  of  dollars  of  U.S.  exports. 

We  find  that  these  small  companies  do  a  very  good  job  for  us  in 
assessing  potential  projects.  But,  at  the  same  time,  it  also  gives 
them  opportunities  and  often  result  in  their  getting  follow-on  busi- 
ness with  the  foreign  officials  or  business  as  a  result  of  the  contacts 
that  they  make  with  other  big  U.S.  firms. 

Of  course,  the  small  businesses  also  can  compete  either  directly 
or  as  a  subcontractor  on  the  TDA  feasibility  studies.  In  my  written 
testimony,  I  cite  an  example  of  a  small  company  in  Florida  that 
was  a  subcontractor  to  a  large  U.S.  engineering  firm  on  a  TDA 
funded  feasibility  study.  It  was  an  airport  project  in  Trinidad. 

What  happened  with  that  project  is  very  interesting  because  this 
small  firm  went  on  to  win  the  follow-on  contract  to  design  the  air- 
port. They  are  now  putting  together  the  entire  project.  This  project 
promises  to  be  one  in  which  there  will  be  at  least  $50  million  in 
U.S.  exports. 

In  talking  with  this  small  company  that  is  putting  the  project  to- 
gether, they  have  indicated  to  us  that  they  will  be  using  a  number 
of  other  small  companies  as  subcontractors  in  the  implementation. 

I  might  just  add  that  this  same  company  won  a  subsequent  TDA- 
funded  feasibility  study  on  an  airport  project  in  Jamaica.  In  this 
case,  they  won  the  study  as  the  prime  contractor  rather  than  as  a 
subcontractor  to  a  large  firm.  The  TDA-funded  study  gave  this 
small  firm  an  introduction  to  that  risky  and  difficult  overseas  mar- 
ketplace which  has  enabled  them,  because  they  are  good,  to  go  on 
and  win  other  business. 

One  other  example  of  a  particular  program  which  we  designed 
specifically  to  help  small-  and  middle-sized  companies  is  one  that  I 
also  mentioned  in  my  written  testimony.  It  is  a  project  that  we  are 
working  on  with  the  International  Business  Development  Center 
which  is  an  affiliate  of  the  business  school  at  Northwestern  Univer- 
sity. 

That  program  was  designed  to  match  U.S.  small  business  export- 
ers with  buyers  in  two  middle-income  countries,  Taiwan  and  South 
Korea.  This  has  been  a  very  successful  program.  To  date,  it  has 
yielded  over  $190  million  in  signed  contracts  with  $400  million  of 
sales  pending. 

What  I  think  is  important  about  this  particular  program  is  that 
there  are  big  projects  in  Taiwan  and  South  Korea  and  money  to 
fund  these  projects,  but  it  is,  nonetheless,  very  difficult  for  small 
companies  to  get  into  those  markets.  For  many  of  these  companies, 
it  was  the  first  time  they  had  exported  their  products  or  sources  to 
major  projects.  This  program  has  given  them  confidence  and  know- 
how  to  get  involved  in  other  projects  in  these  major  markets  in 
Asia. 

To  sum  up,  I  would  just  say  a  word  about  TDA's  participation  in 
the  Interagency  Trade  Promotion  Coordinating  Committee  or  the 
TPCC.  TDA,  like  all  the  agencies  represented  here  today,  is  com- 
mitted to  the  work  of  the  TPCC  and  we  have  been  actively  in- 
volved. 

TDA  participated  in  two  of  the  three  working  groups,  the  trade 
finance  groups,  and  the  information /advocacy  group.  These  are  the 
areas  that  deal  most  directly  with  our  program.  We  are  also  in- 


24 

volved  at  the  deputy's  level  and  intend  to  be  involved  as  the  report 
is  developed — the  report  that  will  be  moving  forward  to  Congress — 
because  we  are  committed  to  improving  the  U.S.  Government  pro- 
grams that  help  U.S.  exporters. 

I  would  be  very  happy  to  answer  any  questions.  Thank  you  very 
much. 

[Ms.  Frame's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Thank  you  very  much,  Ms.  Frame. 

Next  we  will  hear  from  Mr.  Hecklinger. 

TESTIMONY  OF  RICHARD  E.  HECKLINGER,  PRINCIPAL  DEPUTY 
ASSISTANT  SECRETARY  FOR  ECONOMIC  AND  BUSINESS  AF- 
FAIRS, U.S.  DEPARTMENT  OF  STATE 

Mr.  Hecklinger.  Thank  you,  Mr.  Chairman.  I  am  pleased  to 
have  this  opportunity  to  discuss  the  role  of  the  Department  of 
State  in  promoting  U.S.  exports.  I  would  like  to  take  a  few  minutes 
for  my  oral  statement  and  submit  a  more  extensive  statement  for 
the  record. 

President  Clinton  has  identified  promoting  America's  economic 
prosperity  as  the  first  pillar  of  our  foreign  policy.  As  Secretary 
Christopher  has  pointed  out,  we  are  irreversibly  linked  to  the 
global  economy  and  our  ability  to  prosper  depends  on  our  ability  to 
compete.  This  means  we  must  harness  our  diplomacy  to  serve  our 
economic  goals. 

Secretary  Christopher  has  also  made  clear  to  the  Congress  and  to 
the  American  business  community  his  personal  commitment  that 
the  Department  of  State  will  vigorously  support  U.S.  business  in- 
terests around  the  world  as  a  top  priority. 

In  a  cable  to  all  of  our  ambassadors  in  May,  he  set  out  a  twofold 
mission  for  our  diplomatic  posts.  First  is  to  do  everything  possible 
to  eliminate  barriers  to  trade  and  investment.  Second  is,  at  the 
same  time,  to  support  actively  U.S.  firms  by  seeking  out  market  op- 
portunities and  giving  them  our  full  backing  in  competitions  for 
contracts  and  projects. 

He  also  emphasized  that  he  expects  every  ambassador  to  take 
personal  charge  of  an  integrated  program  of  trade  promotion,  in- 
cluding all  sections  and  all  constituent  posts  to  ensure  that  this 
mandate  is  carried  out  as  effectively  as  possible. 

As  anyone  who  has  visited  our  posts  recently  can  tell  you,  our 
ambassadors  are  responding  energetically  to  this  mandate.  I  re- 
cently accompanied  the  Deputy  Secretary  of  State  on  a  mission  to 
all  of  the  ASEAN  countries.  Our  ambassadors  in  those  posts  are 
spending  more  time  on  supporting  U.S.  business  than  they  are  in 
any  of  their  other  responsibilities,  and  they  are  doing  a  great  job. 

It  is  a  real  team  effort  at  these  posts.  These  ambassadors  rely  in 
the  first  instance  on  the  officers  from  the  Foreign  Commercial 
Service  and  Foreign  Agriculture  Service  to  take  the  lead  in  their 
respective  areas,  but  all  parts  of  the  embassies  are  involved. 

Economic  sections  provide  analysis  and  advice  on  economic 
trends,  and  they  also  press  Government  ministries  to  eliminate 
barriers  to  trade  and  investment  and  to  offer  American  firms  a  fair 
opportunity  to  compete  both  generally  and  also  for  specific  projects. 
They  also  work  closely  with  USFCS,  FAS,  and  AID. 
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Both  the  pohtical  and  economic  sections  of  our  embassies  advise 
firms  on  social  and  political  developments  in  the  country,  and 
where  decisionmaking  authority  rests.  All  sections  use  their  con- 
tacts to  open  doors  for  U.S.  business  and  to  advance  their  interests. 

Administration  sections  work  with  our  firms  on  issues  ranging 
from  security  to  education  of  dependents.  Consular  sections  provide 
services  to  U.S.  business  employees  working  in  host  countries  and 
to  host  company  employees  who  have  to  travel  to  U.S.  headquar- 
ters. Where  AID  officers  are  present,  they  provide  invaluable 
advice  on  business  opportunities  and  insights  into  developments  in 
the  local  economy  and  society.  DOD  representatives  work  closely 
with  the  ambassador  and  other  embassy  sections  in  the  competition 
for  sale  of  military  goods. 

It  is  a  real  team  effort  and  is  working  well.  What  we  have  in  our 
embassies  abroad  is  a  real  one-stop  shop.  In  each  country  we  vis- 
ited on  this  trip  through  the  ASEAN  nations,  the  American  busi- 
ness community  was  uniformly  positive  and  even  enthusiastic 
about  the  support  they  are  receiving  from  our  embassies. 

Here  in  Washington,  we  are  appointing  a  senior  level  coordinator 
for  business  affairs,  most  likely  a  former  ambassador.  Each  region- 
al bureau  of  the  State  Department  has  a  coordinator  and  each  re- 
gional assistant  Secretary  is  taking  a  strong  personal  interest  in 
advancing  the  interests  of  U.S.  companies.  Secretary  Christopher 
has  led  by  example.  Commercial  and  economic  issues  have  a  promi- 
nent place  in  the  agenda  of  practically  all  of  his  meetings  with  for- 
eign officials  both  in  Washington  and  abroad. 

State  is  a  statutory  member  of  TPCC  and  we  are  very  supportive 
of  this  process  and  very  appreciative  of  the  leadership  role  taken 
by  Secretary  Brown  and  Eximbank  Chairman  Brody.  We  are  play- 
ing a  full  and  active  role  in  this  effort,  and  we  will  also  be  active  in 
implementing  the  strategy  when  we  devise  it. 

Both  in  Washington  and  overseas,  we  at  State  work  particularly 
closely  with  the  U.S.  Foreign  Commercial  Service  in  the  Depart- 
ment of  Commerce.  These  two  departments  are  engaged  essentially 
in  a  joint  venture  to  provide  the  best  possible  assistance  to  the  U.S. 
exporters  on  a  global  basis.  USFCS  personnel  are  stationed  in  68 
countries  and  over  90  percent  of  our  exports  go  to  these  markets. 

State  Department  officers  are  responsible  for  commercial  work 
in  101  countries — smaller  markets  where  USFCS  people  are  not 
present.  Many  of  these  latter  countries  are  often  very  difficult 
places  in  which  to  do  business  and  it  is  in  these  countries  where 
our  companies  often  need  embassy  assistance  the  most.  Also,  in 
some  of  them,  there  are  promising  prospects  for  trade  development. 

The  important  point  is  that  in  all  of  our  embassies,  regardless  of 
size  or  location  or  which  agency  takes  the  lead,  our  personnel  are 
there  to  provide  information  and  counsel  to  U.S.  firms  to  help 
them  with  problems  and  see  to  it  that  they  get  a  fair  shot  at  con- 
tracts and  sales. 

We  are  very  mindful  of  the  particular  needs  of  small  businesses, 
especially  those  new  to  exporting.  They  generally  need  more  help 
overseas  than  larger,  more  experienced  exporters  in  the  more 
remote  developing  countries  where  State  officers  are  responsible 
for  commercial  work.  Their  needs  here,  above  all,  are  for  informa- 
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tion,  counseling,  and  hands-on  assistance  with  the  many  problems 
that  can  arise  in  doing  business  overseas. 

I  will  conclude  my  remarks,  Mr.  Chairman,  and  will  be  happy  to 
answer  questions. 

[Mr.  Hecklinger's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpauus.  Thank  you. 

Ms.  Tierney. 

TESTIMONY  OF  SUSAN  F.  TIERNEY,  ASSISTANT  SECRETARY, 
OFFICE  OF  POLICY,  PLANNING,  AND  PROGRAM  EVALUATION, 
U.S.  DEPARTMENT  OF  ENERGY 

Ms.  Tierney.  Good  morning,  Mr.  Chairman.  I  am  pleased  to  be 
here  to  have  the  opportunity  to  talk  to  you  today  on  behalf  of  Sec- 
retary Hazel  O'Leary  in  support  of  President  Clinton's  efforts  to 
promote  U.S.  business  opportunities  abroad. 

Let  me  answer  your  first  question  to  the  panelists  and  that  was, 
why  our  departments  and,  in  this  case,  the  Department  of  Energy 
are  involved  in  trade  promotion  or  export  assistance. 

Let  me  give  you  a  few  statistics  to  start  off  my  answer.  Over  the 
next  2  to  3  decades,  worldwide  energy  demand  is  likely  to  grow  by 
40  percent.  This  represents  an  extremely  large  and  important 
market  opportunity  for  U.S.  firms  which  are  already  leaders  in 
new  and  emerging  technologies  in  the  energy  area  in  terms  of 
dollar  values. 

These  international  markets  are  estimated  to  amount  to  over 
$900  billion  for  the  traditional  power  generation  equipment  and 
services  market.  That  is  for  either  clean  coal,  nuclear,  renewables, 
and  energy  resources.  The  market  for  oil  and  gas  activities  is  also 
over  $900  billion  during  this  time  period.  We  estimate  that  the 
market  for  energy  conservation  and  efficiency  services  and  equip- 
ment is  over  a  quarter  of  a  billion  dollars  as  well. 

This  energy  market  is  a  critical  niche  for  U.S.  technology  and 
U.S.  firms,  and  the  Department  of  Energy  has  specialized  knowl- 
edge and  expertise  in  this  marketplace  that  we  think  is  very  useful 
for  enhancing  U.S.  firms'  abilities  to  move  into  this  marketplace. 

Now,  back  to  the  trade  promotion  activities  and  the  Department 
of  Energy's  involvement  as  a  member  of  the  Trade  Promotion  Co- 
ordinating Committee. 

As  you  well  know,  the  TPCC  has  been  reviewing  the  contribution 
of  various  agencies  to  enhancing  a  more  coordinated  approach,  and 
we  are  pleased  to  participate  in  that  effort.  We  think  along  with 
the  TPCC,  that  specialized  agencies,  such  as  the  Department  of 
Energy,  have  a  particular  sort  of  expertise  to  offer  to  the  export 
assistance  program. 

Let  me  give  you  a  few  examples  from  our  efforts  that  demon- 
strate the  kind  of  work  that  we  do.  Frequently,  Department  offi- 
cials meet  with  officials  in  other  Governments  to  make  govern- 
ment-to-government contacts  in  energy  opportunities.  Many  of  the 
decisions  with  regard  to  investment  in  energy  sectors  are  made  by 
Government  officials. 

Our  ability  to  describe  the  advantages  of  our  equipment  manu- 
facturers and  our  technology  to  these  Government  officials,  as  well 


27 

as  make  the  contacts  to  them,  are  extremely  important  for  creating 
bridges  to  U.S.  firms  into  those  marketplaces. 

A  second  area  of  work  in  which  the  Department  of  Energy  oper- 
ates is  with  regard  to  market  development.  We  work  with  U.S.  in- 
dustry on  development  of  new  technologies  and  try  to  work  with 
them  to  go  abroad  to  market  their  efforts.  We  employ  many  of  the 
world's  leading  experts  in  science  and  technology  developments  in 
the  energy  area  at  the  National  Laboratories.  We  have  worked  be- 
tween those  experts  and  experts  in  U.S.  firms  to  move  the  technol- 
ogy ahead. 

In  addition,  we  often  hold  conferences  and  trade  missions  into 
other  countries  where  we  know  that  there  are  growing  demands 
for  energy  products.  We  use  that  as  opportunities  to  show  the  trade 
opportunities  and  advantages  of  our  firms. 

Let  me  go  to  your  next  question,  which  was:  How  does  the  De- 
partment help  small  businesses  become  involved  in  exporting? 
Over  the  past  year  alone,  the  Department  of  Energy  has  sponsored 
14  conferences  that  market  our  technologies  abroad.  Each  of  these 
conferences  has  had  participants  which  are  small  businesses.  These 
firms  were  given  an  opportunity  to  discuss  their  technologies  at 
trade  shows  and  in  meetings  with  Government  officials  and  with 
potential  partners  abroad  so  that  they  can  see  for  themselves  the 
real  advantages  that  our  technologies  offer. 

These  market  meetings  have  taken  place  especially  in  Southeast 
Asia,  in  Eastern  Europe,  and  in  the  newly  independent  States  of 
the  former  Soviet  Union  where  there  are  tremendous  trade  oppor- 
tunities in  the  energy  area. 

The  expense  of  holding  separate  meetings  between  individual 
firms  in  the  United  States  and  firms  and  Government  officials  in 
other  countries  would  be  prohibitive  if  those  companies  had  tried 
to  do  that  on  their  own.  What  we  are  able  to  do  is  create  the 
bridges  and  open  doors  for  them  that  they  would  otherwise  not  be 
able  to  take  advantage  of. 

Your  third  question  to  us  was:  What  tools  do  we  need  to  do  the 
job  better  than  we  are  doing  today?  Frankly,  we  don't  think  that 
we  need  additional  tools.  We  think  that  the  resources  we  have  and 
the  expertise  that  we  have  in  this  special  niche  area  do  the  job  for 
us  today.  We  work  with  strategic  coordination  with  the  other  agen- 
cies that  you  have  invited  to  the  panel  today  to  help  our  companies 
do  their  work  abroad. 

We  are  an  active  member  of  the  coordinating  committee  and  are 
trying  to  look  for  places  in  which  we  can  enhance  coordination, 
continue  streamlining  efforts,  and  use  each  other's  resources  in  the 
most  leveraged  way. 

One  program  we  have,  which  is  an  example  of  the  kind  of  thing 
that  we  do  to  overcome  trade  barriers,  is  just  one  more  program  I 
would  like  to  mention.  Last  year,  we  initiated  a  new  program 
called  Assisting  Deployment  of  Energy  Practices  and  Technologies. 

This  is  otherwise  known  as  the  ADEPT  Program  and  this  is  a 
program  in  which  we  offer  projects  designed  for  specific  countries 
abroad  so  that  we  can  help  them  do  the  kind  of  analysis  that  will 
enable  them  to  pull  technologies,  new  and  emerging  technologies, 
into  their  marketplaces. 
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These  are  places  where  we  go  in  and  provide  assistance  in  their 
cost  benefit  analysis,  their  analytic  techniques  that  are  used  in 
their  industries,  such  as  utility  industries,  in  which  they  can  take 
advantage  of  looking  at  the  advantages  that  energy  efficiency  tech- 
nologies offer.  So,  we  think  that  creates  a  better  climate  for  creat- 
ing opportunities  for  our  firms  to  move  in. 

We  have  staff  in  support  of  three  congressionally  mandated  pro- 
grams. These  are  the  interagency  Committee  on  Renewable 
Energy,  Commerce,  and  Trade.  That  is  known  the  as  the  CORECT 
Committee.  Second,  the  interagency  Committee  on  Energy  Efficien- 
cy, Commerce,  and  Trade.  That  is  the  COEECT,  and  finally  the 
Clean  Coal  Technology  Program.  In  each  of  these  program  areas, 
we  draw  on  and  work  with  our  partners  in  other  agencies  on  behalf 
of  those  special  industries  in  working  for  export  markets  abroad. 

Finally,  you  asked  what  specific  trade  development  programs  do 
we  manage.  Let  me  give  you  a  list  of  several  of  our  kinds  of  pro- 
grams. We  offer  training  programs  for  the  use  of  renewable  re- 
sources, clean  coal  technologies,  and  new  environmentally  benefi- 
cial energy  technologies.  We  promote  the  international  deployment 
of  U.S.  clean  coal  technologies  through  information  dissemination, 
seminars,  technical  study  missions,  and  technical  conferences. 

We  do  cost-shared  feasibility  studies  for  international  clean  coal 
technology  products.  We  fund  demonstration  projects  abroad.  We 
assist  in  the  development  of  new  export  markets  through  strategic 
planning  and  market  development.  We  go  with  our  U.S.  nuclear 
firms  to  talk  to  Government  officials  in  other  parts  of  the  world 
where  nuclear  markets  are  growing. 

We  have  programs  to  assist  the  exports  of  enriched  uranium.  Fi- 
nally, we  participate  in  interagency  efforts  to  remove  barriers  of 
energy  exports  through  provision  of  technical  assistance  to  U.S.  ne- 
gotiators. 

In  conclusion,  in  order  to  obtain  maximum  benefit  to  the  U.S. 
economy  and  the  creation  of  U.S.  jobs,  we  think  that  we  are  lever- 
aging the  expertise  that  we  have  at  the  Department  of  Energy  on 
beh^f  of  U.S.  firms  as  we  try  to  look  for  particular  markets  abroad 
where  they  are  growing  needs  for  energy  products,  places  where 
the  United  States  has  a  competitive  edge,  and  we  work  to  keep 
hold  of  that  advantage. 

This  concludes  my  oral  statement,  and,  with  your  permission,  I 
just  note  at  the  end  that  as  we  approach  the  12:15  timeframe,  I 
would  need  to  leave  in  order  to  catch  a  plane  for  a  long-standing 
commitment  on  the  west  coast. 

[Ms.  Tierney's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpauus.  Sure.  Thank  you. 

Ms.  TiERNEY.  Thank  you. 

Chairman  Sarpauus.  Mr.  Saiers. 

TESTIMONY  OF  EDWARD  L.  SAIERS,  ACTING  DIRECTOR,  POLICY 
DIRECTORATE,  U.S.  AGENCY  FOR  INTERNATIONAL  DEVELOP- 
MENT 

Mr.  Saiers.  Thank  you,  Mr.  Chairman.  I  appreciate  the  opportu- 
nity to  testify  before  this  subcommittee  today  concerning  AID's 
role  in  trade  development.  As  with  the  others  here,  AID  has  fully 
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participated  in  the  TPCC  process,  and  we  applaud  Secretary 
Brown's  and  Chairman  Brody's  leadership  in  this  export  promotion 
area  and  the  important  work  that  the  TPCC  is  doing. 

The  essence  of  the  argument  for  foreign  aid's  impact  on  U.S.  ex- 
ports is  that  we  help  build  new  and  growing  markets  for  U.S.  goods 
and  services  overseas.  We  are  the  one  agency  that  is  focused  on 
building  the  demand  side  of  that  market  in  developing  countries. 
This  effort  comes  from  helping  countries  grow  and  become  better 
customers.  Social  and  economic  programs  in  AID  are  geared  to  cre- 
ating more  rapid,  broad-based  growth  and  to  making  that  growth 
sustainable. 

Part  of  this  effort  involves  helping  dismantle  barriers  that 
impede  U.S.  exports  to  developing  countries.  I  would  like  to  illus- 
trate this  point  in  the  time  available  with  two  brief  anecdotes. 

Suppose  that  you  are  a  U.S.  producer  in  1985  wanting  to  export 
your  farm  equipment  to  Ghana.  The  situation  you  face  is  as  fol- 
lows: The  export  market  for  Ghana's  traditionally  major  export, 
cocoa,  has  collapsed  because  of  a  seriously  overvalued  exchange 
rate  and  a  Government-run  cocoa  marketing  board  with  one  agent 
for  each  cocoa  farmer  in  the  country.  There  is  little  demand  for 
farm  equipment  and  no  foreign  exchange  available  for  those  who 
might  want  to  buy  it. 

The  100  percent  of  foreign  trade  is  subject  to  quantitative  restric- 
tions. The  people  in  Ghana  who  get  the  few  available  foreign  ex- 
change licenses  are  political  cronies  and  speculators  who  make 
huge  profits  from  converting  the  foreign  exchange  at  black  market 
exchange  rates,  not  importing  productive  goods.  Even  where  an  im- 
porter might  be  able  to  get  access  to  foreign  exchange,  import  tar- 
iffs, as  high  as  100  percent,  present  another  major  barrier. 

The  situation  was  so  topsy-turvy  that  in  1983,  a  chicken  in 
Ghana  was  more  expensive  than  an  international  airline  ticket.  In 
that  environment,  the  prospects  for  American  business  to  do  lucra- 
tive business  in  Ghana  was  virtually  nil  and  particularly  problem- 
atic for  small  businesses  that  just  can't  play  in  that  sort  of  game. 

Over  the  past  10  years,  Ghana  has  transformed  its  economy  by 
undertaking  very  difficult  reforms.  The  cedi,  Ghana's  local  curren- 
cy, has  gone  from  a  highly  overvalued  official  rate  of  3  cedis  to  a 
dollar  in  the  early  1980's  to  a  market-determined  rate  of  over  600 
cedis  to  the  dollar  currently.  The  foreign  exchange  allocation 
system  has  been  liberalized  and  Government  deficit  spending  dra- 
matically reduced. 

Working  with  other  donors  in  Ghana,  AID  has  been  working 
with  cash  assistance  and  training  to  the  Ministries  of  Finance  and 
Agriculture,  and  by  helping  Ghana's  embryonic  private  sector  to 
get  organized  and  put  pressure  on  the  Government  for  more  liber- 
alization. 

Now,  suppose  you  are  the  same  exporter  approaching  the  Ghana- 
ian market  in  1992.  Here  is  how  conditions  have  changed.  Thanks 
to  the  devaluation  of  the  cedi  and  downsizing  of  the  cocoa  market- 
ing board,  cocoa  exports  have  revived.  Gold  mining  has  also  taken 
off.  This  means  that  foreign  exchange  is  available  for  imports. 

A  Ghanian  importer  who  wants  to  buy  your  farm  equipment  can, 
at  this  time,  get  the  foreign  exchange  he  or  she  needs  freely  from 
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his  or  her  bank  and  without  having  to  pay  someone  off  to  obtain  a 
license. 

Import  tariffs  are  way  down,  with  the  highest  nominal  rate  now 
at  25  percent  and  no  quantitative  trade  restrictions  on  any  imports. 
Many  agricultural  inputs,  including  agricultural  machinery  and 
tractors,  are  duty  free. 

Just  to  put  this  anecdote  into  some  perspective,  U.S.  exports  to 
Ghana  went  from  $53  million  in  1985  to  $142  million  in  1991. 

U.S.  exports  to  Ghana's  capital  of  consumer  goods  over  the  same 
period  went  from  $7  million  to  $55  million.  AID  continues  to  work 
with  the  Ministry  of  Finance,  the  Ministries  of  Trade  and  Industry, 
and  private  business  associations  in  Ghana  to  further  improve  the 
business  climate  for  trade  and  investment.  The  progress  has  been 
impressive.  Business  is  easier  to  conduct  and  more  business  is  done 
by  American  firms. 

Let  me  give  you  a  second  example.  Suppose  you  are  a  U.S.  manu- 
facturer in  1985  and  you  want  to  export  to  Guatemala.  Import 
duties  are  as  high  as  150  percent  and  importers  face  foreign  ex- 
change controls,  licensing  requirements,  and  bureaucratic  regula- 
tions on  allowable  imports.  The  unavailability  of  financing  places 
an  additional  burden  on  would-be  importers.  Transportation  costs 
are  highly  infiated  due,  among  other  things,  to  Government  restric- 
tions on  non-Guatemalan  air  cargo  carriers  and  controls  and  tax- 
ation on  sea  cargo. 

At  the  urging  of  the  AID  mission  in  Guatemala,  the  Government 
has  significantly  reduced  import  duties,  devalued  the  local  curren- 
cy, loosened  foreign  exchange  restrictions,  and  instituted  an  "open 
seas  and  skies"  policy  which  gives  freer  access  to  U.S.  transporters 
for  goods  to  and  from  Guatemala.  AID  has  encouraged  Guatemala 
to  take  these  steps  unilaterally  without  waiting  for  reciprocal 
moves  by  the  United  States 

AID  has  also  assisted  the  Government  in  computerizing  its  cus- 
toms procedures,  has  helped  improve  access  to  financing  through 
the  banking  sector,  and  has  worked  with  local  business  people  to 
build  a  constituency  for  market-oriented  reforms. 

A  U.S.  manufacturer  exporting  to  Guatemala  now  finds:  Guate- 
malan importers  have  access  to  both  financing  and  foreign  ex- 
change; import  duties  have  declined  significantly,  now  ranging  be- 
tween 5  and  20  percent;  customs  procedures  flow  smoothly  and 
with  fewer  bottlenecks;  and  U.S.  airlines  can  transport  the  goods. 

Again,  for  perspective,  overall  U.S.  exports  to  Guatemala  have 
gone  from  $404  million  in  1985  to  $1.2  billion  in  1992,  and  manufac- 
tured exports  alone  have  risen  from  $225  million  in  1985  to  $847 
million  in  1992. 

The  AID  Program  in  Guatemala  is  now  encouraging  strength- 
ened protection  of  intellectual  property,  streamlined  investment 
processing  procedures,  and  reductions  in  nontariff  barriers  to  im- 
ports. 

These  are  only  illustrative  examples.  There  are  others.  The  pri- 
mary point  I  am  making  is  this:  U.S.  exporters  have  benefited  from 
trade  liberalization  and  removal  of  other  impediments  to  trade  in 
many  developing  countries,  not  just  in  those  that  normally  come  to 
mind.  These  have  the  potential  of  being  most  helpful  to  small  U.S. 
businesses  that  would  have  had  no  chance  of  overcoming  the  obsta- 
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cles  that  were  placed  in  their  way  in  most  developing  countries  in 
the  early  1980's. 

The  results  are  impressive;  32  percent  of  U.S.  exports  in  1989 
went  to  developing  countries,  and  3  years  later,  37  percent  of  U.S. 
exports  went  to  developing  countries,  a  full  5-percentage  point  in- 
crease, and  we  now  are  in  a  position  in  which  well  over  3  million 
U.S.  jobs  are  dependent  upon  exports  to  developing  countries.  AID 
Programs  and  in-country  staff  have  played  a  significant  leadership 
role  in  making  many  of  these  changes  happen. 

This  overseas  staff  is  very  knowledgeable  about  the  local  econo- 
my and  can  provide  many  insights  into  U.S.  trade  opportunities, 
particularly  in  those  countries  that  are  off  the  beaten  path  from 
the  normal  U.S.  trade  prospects.  AID  will  continue  working  along 
with  the  other  TPCC  members  to  help  open  up  those  opportunities. 

Mr.  Chairman,  that  concludes  my  informal  remarks,  and  I  would 
ask  that  my  written  comments  be  included  for  the  record.  Thank 
you  very  much. 

[Mr.  Saiers'  statement  may  be  found  in  the  appendix.] 

Chairman  Sarp alius.  Without  objection.  Thank  you. 

Mr.  Finn. 

TESTIMONY  OF  CHRISTOPHER  FINN,  EXECUTIVE  VICE 
PRESIDENT,  OVERSEAS  PRIVATE  INVESTMENT  CORPORATION 

Mr.  Finn.  Thank  you,  Mr.  Chairman.  On  behalf  of  Ruth  Harkin, 
the  president  of  OPIC,  I  want  to  thank  you  for  the  opportunity  to 
participate  in  this  important  hearing  this  morning  to  review  U.S. 
Government  trade  and  export  programs. 

In  the  interests  of  getting  right  to  your  questions  today,  I  have  a 
written  statement  that  I  would  ask  be  inserted  in  the  record,  and, 
instead,  I  would  just  like  to  give  you  some  brief  comments  about 
OPIC  and  how  we  support  American  job  creation  and  economic  de- 
velopment. 

President  Clinton  has  long  recognized  the  important  role  of  the 
U.S.  Government  in  trade  policy.  He  set  the  course  for  this  admin- 
istration by  declaring  it  critical  in  today's  global  markets  that  all 
related  U.S.  Government  agencies  work  efficiently  and  effectively 
with  business  to  create  jobs  for  Americans,  develop  new  markets 
for  exports,  and  support  U.S.  economic  and  foreign  policy  interests. 

OPIC  is  committed  to  be  part  of  that  cooperative  effort  through 
the  TPCC  which  is  operating  under  the  very  capable  leadership  of 
Secretary  of  Commerce  Ron  Brown. 

Let  me  briefly  tell  you  about  OPIC.  It  is  a  small  but  extremely 
effective  corporation  of  the  U.S.  Government  that  helps  U.S.  com- 
panies compete  more  effectively  in  the  global  marketplace,  creates 
jobs  here  at  home,  increases  exports  of  U.S.  products,  and  facili- 
tates the  spread  of  free  enterprise  and  democracy,  while,  at  the 
same  time,  helping  the  developing  world. 

We  function  only  in  developing  countries.  OPIC  has  three  princi- 
pal programs  available  to  your  constituents.  First,  our  finance  pro- 
gram provides  capital  for  long-term  investment  through  direct 
loans  and  loan  guarantees.  OPIC's  direct  loan  program  is  reserved 
exclusively  for  U.S.  small  business. 
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Second,  OPIC  insures  private  U.S.  investments  against  a  broad 
range  of  political  risks,  including  expropriation,  currency  incon- 
vertibility, and  political  violence. 

Third,  OPIC  provides  a  variety  of  preinvestment  services  that 
can  assist  U.S.  businesses  to  obtain  critical  information  and  guid- 
ance needed  to  put  together  an  overseas  investment  project. 

OPIC's  program  directly  benefits  the  U.S.  economy.  Since  it 
began  operating  in  1971,  projects  supported  by  OPIC  have  generat- 
ed an  estimated  $32  billion  of  U.S.  exports,  producing  some  381,000 
person  years  of  employment  for  Americans. 

Fiscal  year  1992  was  a  record  year  at  OPIC.  We  facilitated 
projects  which  will  result  in  direct  U.S.  exports  of  $3.4  billion  as 
well  as  more  than  24,000  person  years  of  U.S.  employment.  We  are 
especially  proud  we  accomplished  this  with  a  staff  of  fewer  than 
160  employees. 

Equally  important,  in  this  time  of  constrained  resources,  Mr. 
Chairman,  OPIC  operates  on  a  financially  sound  basis,  and  we  op- 
erate at  no  net  cost  to  the  taxpayer.  It  should  be  noted  that  the 
insurance  program  is  completely  self-sustaining  and  that  our  loan 
and  loan  guarantee  program  receives  a  Government  subsidy  which 
we  repay  in  full. 

To  best  understand  how  OPIC  works  in  following  the  lead  of 
AID,  let  me  describe  a  couple  of  projects  that  we  have  supported. 
President  Clinton  announced  at  the  April  United  States-Russia 
summit  in  Vancouver  with  President  Yeltsin  that  OPIC  will  pro- 
vide a  $50-million  guarantee  to  assist  Conoco  in  a  major  oil  devel- 
opment and  production  project.  This  will  be  the  first  new  oil  field 
to  be  developed  by  a  United  States-Russian  joint  venture.  OPIC's 
role  in  the  project  is  expected  to  create  U.S.  exports  of  more  than 
$100  million,  of  which  a  significant  amount  will  originate  with 
small  businesses. 

The  project  will  also  strengthen  the  fragile  economic  condition  of 
Russia  by  the  creation  of  Russian  jobs,  transfer  urgently  needed 
technical  skills,  and  provide  important  environmental  improve- 
ments through  the  introduction  of  new  technologies. 

The  pipeline  of  additional  OPIC  business  in  the  former  Soviet 
Union  is  strong.  This  promises  additional  U.S.  exports  and  jobs  as 
OPIC  assists  American  businesses  as  they  seek  out  this  new 
market. 

Let  me  give  you  another  example  in  which  we  directly  assisted  a 
small  U.S.  business.  OPIC  provided  a  direct  loan  to  a  Lewisville, 
Texas,  firm  to  establish  a  facility  in  Poland  where  they  manufac- 
ture and  install  insulated  refrigerator  panels  and  to  provide  gener- 
al contracting  for  the  construction  of  refrigerated  warehouses  and 
food  processing  plants. 

In  setting  up  the  manufacturing  facility,  all  the  equipment  ex- 
ported to  the  project  was  designed  and  fabricated  in  the  United 
States.  This  project  will  result  in  initial  U.S.  exports  of  $1.5  million 
and  ongoing  exports  of  $2  million.  It  will  generate  about  20  U.S. 
jobs  over  the  first  5  years  in  Texas.  At  the  same  time,  the  project 
will  make  an  important  contribution  to  food  distribution  services  in 
Poland  where  spoilage  has  been  a  very  serious  problem  in  getting 
food  to  consumers. 
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In  closing,  Mr.  Chairman,  you  asked  what  tools  besides  addition- 
al funding  does  our  agency  need  to  help  America  become  competi- 
tive? We  can  do  more  with  our  limited  resources  as  a  Government 
agency  if  we  focus  and  target  our  energies.  Under  the  leadership  of 
Ruth  Harkin,  OPIC  is  in  the  process  of  examining  its  geographic 
and  sectoral  priorities  to  ensure  we  maximize  our  impact  on  U.S. 
jobs  and  exports,  while,  at  the  same  time,  serving  our  overarching 
goal  of  being  an  effective  U.S.  policy  tool. 

We  are  also  actively  participating  in  the  TPCC  process  and 
strongly  believe  that  improved  cooperation  and  coordination  of 
export  promotion  activities  of  U.S.  Government  agencies  will 
strengthen  OPIC's  efforts  to  inform  the  small  and  large  U.S.  busi- 
ness communities  about  our  programs  and  services. 

In  conclusion,  if  OPIC's  experience  is  any  indication,  the  new 
TPCC  is  an  interagency  group  that  is  proactive  and  results  orient- 
ed. OPIC  looks  forward  to  an  increasing  role  in  expanding  U.S. 
trade  and  investment  and  continued  participation  in  the  TPCC. 

Thank  you  for  your  interest  in  our  trade  activities.  We  look  for- 
ward to  working  with  you  in  the  future,  and  I  would  be  happy  to 
respond  to  any  questions  you  have. 

[Mr.  Finn's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpauus.  Thank  you,  Mr.  Finn. 

Mr.  Barreda. 

TESTIMONY  OF  WILLIAM  E.  BARREDA,  DEPUTY  ASSISTANT  SEC- 
RETARY, TRADE  AND  INVESTMENT  POLICY,  U.S.  DEPARTMENT 
OF  TREASURY 

Mr.  Barreda.  Thank  you,  Mr.  Chairman.  I,  too,  would  like  my 
formal  statement  to  be  included  in  the  record. 

Mr.  Chairman,  I  appreciate  this  opportunity  to  appear  before  you 
today  in  your  review  of  U.S.  export  programs.  Treasury  is  not  a 
traditional  trade  promotion  agency  in  the  sense  that  many  of  the 
agencies  that  have  spoken  before  you  are,  but  we  do  have  responsi- 
bility in  two  specific  areas  that  may  be  of  interest  to  this  commit- 
tee. 

The  first  area  is  official  export  credit  such  as  that  provided  by 
Eximbank  and  also  tied  aid.  The  second  is  multilateral  bank  lend- 
ing and  procurement  policies. 

On  official  export  credits,  Treasury  leads  the  U.S.  team  that  ne- 
gotiates international  rules  governing  such  credits.  The  U.S.  negoti- 
ating team  includes  many  of  the  agencies  that  appeared  before  you 
today,  such  as  Eximbank,  Commerce,  TDA,  AID,  and  State. 

I  think  it  is  fair  to  say  that  the  rules  developed  over  many  years 
have  generally  leveled  the  playing  field  for  official  export  credits. 
The  interest  rates,  down  payment,  and  maturity  for  official  lending 
are  basically  the  same  for  the  OECD  countries. 

Another  facet  of  our  negotiations  concerns  tied-aid  practices.  The 
current  rules  on  tied  aid,  which  were  added  to  last  year,  specify  the 
countries  eligible  for  such  aid,  establish  the  minimum  concessiona- 
lity  level  for  such  aid,  and  govern  the  type  of  project  eligible  for 
such  aid.  These  rules  are  quite  complex  and  detailed,  but  I  would 
be  happy  to  go  into  them  in  the  question-and-answer  period,  if  you 
would  like,  Mr.  Chairman. 
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Treasury  also  has  a  major  role  with  respect  to  the  lending  poli- 
cies and  procurement  of  multilateral  development  banks  such  as 
the  World  Bank.  Treasury  has  two  primary  roles:  The  first  is  en- 
couraging the  banks  to  pursue  appropriate  policies  to  promote  de- 
veloping countries'  growth. 

There  is  a  footnote  I  might  add,  Mr.  Chairman.  I  suspect  that  the 
development  banks  will  want  to  share  the  credit  with  AID  for  the 
liberalization  of  Ghana  and  Guatemala  and  some  of  the  other  coun- 
tries. But  I  think  Mr.  Saiers  did  make  a  very  important  point  on 
the  importance  of  creating  a  market  for  U.S.  export. 

Treasury  also  helps  U.S.  companies  win  the  procurement  con- 
tracts that  are  financed  by  the  World  Bank  and  the  other  banks. 
Treasury  is  working  closely  now  with  the  Commerce  Department 
to  enhance  our  ability  to  help  U.S.  firms  land  those  contracts. 

In  the  TPCC,  not  surprisingly,  Mr.  Chairman,  our  main  contribu- 
tions have  been  in  the  two  areas  I  have  outlined:  The  export  credit 
and  tied-aid  rules,  and  multilateral  bank  procurement.  We  also 
provided  expertise  on  tax  issues. 

I  also  want  to  join  the  others,  Mr.  Chairman,  in  noting  the  very 
strong  and  able  leadership  we  are  receiving  from  Secretary  Brown 
and  Chairman  Brody  in  this  exercise,  and  I  think  the  results  are 
going  to  show  that. 

I  would  be  happy  to  answer  any  questions  you  might  have,  Mr. 
Chairman. 

[Mr.  Barreda's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpauus.  Thank  you. 

Ms.  Tierney,  let  me  ask  you  a  few  questions  since  you  have  to 
catch  a  plane  here  pretty  quick. 

Ms.  Tierney.  I  appreciate  it. 

Chairman  Sarpalius.  You  mentioned  in  your  testimony  about 
how  the  demand  for  worldwide  energy  will  increase  by  40  percent. 
What  time  period  did  you  say  that  would  be? 

Ms.  Tierney.  That  will  be  25  to  30  years. 

Chairman  Sarpalius.  How  do  you  envision  American  companies 
trying  to  capture  some  of  those  markets  there  as  demand  grows, 
and  how  do  you  work  with  either  the  State  Department  or  other 
agencies  in  trying  to  aggressively  capture  those  opportunities? 

Ms.  Tierney.  I  think  the  niche  that  U.S.  firms  are  particularly 
trying  to  take  advantage  of  are  those  that  are  new  technologies, 
clean  coal  technologies,  new  nuclear  technologies,  renewable 
energy  resources,  energy  efficiency  resources.  Those  are  technol- 
ogies where  American  firms  have  an  edge  compared  to  their  for- 
eign competitors.  We  are  trying  to  help  those  in  particular  make 
inroads  into  those  markets. 

Part  of  the  situation  is  associated  with  removing  barriers.  We 
monitor  what  is  going  on  in  terms  of  bid  competitions  in  other 
countries.  We  monitor  what  procurement  practices  and  behind-the- 
scene  practices  are  done  between  Government  and  firms  in  those 
countries,  so  that  we  get  an  understanding  of  what  Government 
does  on  behalf  of  industries  from  other  countries,  so  that  we  get  a 
sense  of  what  the  edges  are.  We  can  take  advantage  of  opportuni- 
ties where  we  know  there  is  a  practice  where  we  want  to  go  in  and 
talk  about  one  of  our  U.S.  firm's  involvement. 
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So,  on  the  one  hand,  we  monitor  what  is  going  on  so  that  we  can 
create  opportunities  for  U.S.  firms.  When  we  work  hand  in  hand 
with  U.S.  firms,  it  is  more  in  the  following  way:  If  we  know  about  a 
particular  growth  market,  such  as  in  Indonesia  or  Thailand,  where 
there  is  extraordinary  growth  in  electric  generation  demand,  we 
might  arrange,  as  we  have,  a  trade  mission  or  a  trade  show  where 
we  work  with  small  and  large  companies  from  the  United  States, 
get  together  meetings  with  Government  officials  and  potential 
partners  in  those  countries,  and  go  in  and  give  seminars  on  what 
our  technologies  are  about  and  create  opportunities  in  which  repre- 
sentatives from  U.S.  firms  can  meet  with  Government  officials  and 
firms  in  other  countries. 

What  we  do  in  those  missions  for  U.S.  companies  is  link  them  in 
terms  of  financing  opportunities  with  many  of  the  other  agencies 
that  are  sitting  before  you  today.  We  don't  redo  that  expertise.  We 
couldn't  possibly  redo  that.  When  I  talk  about  the  work  of  the  De- 
partment of  Energy,  I  am  talking  about  perhaps  the  work  of  10 
people  equivalents,  if  you  will,  spread  across  various  programs  in 
the  nuclear  energy  program,  the  energy  efficiency  program,  the 
fossil  energy  program,  and  our  office  of  export  assistance. 

We  have  brochures  and  phone  contacts  with  other  agencies  in 
the  U.S.  Government  where  we  can  direct  inquiries  with  regard  to 
financial  assistance,  tax  policies,  and  the  like. 

So,  we  create  those  bridges  inside  the  U.S.  Government  as  well 
as  create  bridges  across  the  world  so  that  we  can  meet  with  our 
foreign  counterparts  in  other  countries. 

Chairman  Sarpalius.  OK.  If  you  see  an  opportunity  overseas,  say 
for  a  utility  plan,  and  you  want  to  put  together  this  trade  show  to 
go  over  there  and  educate  them  of  the  technologies  that  we  have 
here,  I  would  assume  that  what  companies  are  represented  in  that 
trade  show  would  have  a  real  advantage  of  trying  to  capture  that 
market. 

How  do  you  see  to  it  that  all  utility  companies  would  have  the 
same  opportunity  to  compete  for  that  market? 

Ms.  TiERNEY.  I  guess  we  say  it  in  two  ways.  One  of  them  is  by 
again  monitoring  what  the  rules  of  procurement  are  in  the  foreign 
countries  so  that  we  know  where  the  disadvantages  and  the  oppor- 
tunities are  so  we  equip  ourselves  with  that  basic  understanding. 

When  we  go  out  to  U.S.  firms  to  solicit  their  interests  or  partici- 
pation to  become  involved  with  one  of  these  trade  shows  or  mis- 
sions, we  use  our  system  of  contacts  that  we  have  at  the  Deparc- 
ment  with  people  and  industry,  that  is  the  traditional  electric  utili- 
ty companies  in  the  case  that  you  are  suggesting.  So,  it  is  in  the 
independent  power  market  where  we  have  a  number  of  contacts 
with  the  trade  associations  in  the  United  States  for  such  independ- 
ent firms. 

Additionally,  we  keep  listings,  if  you  will,  of  firms  that  have 
made  inquiries  to  us  about  business  abroad.  We  make  contacts  with 
those,  so  we  send  out  sort  of  calls  for  interest  in  participation  in 
our  conferences  so  that  we  can  garner  enough  and  design  a  trade 
mission  that  meets  the  needs  of  our  firms  in  those  niche  markets. 

Chairman  Sarpalius.  Now,  when  you  find  these  markets,  do  you 
find  out  about  these  markets  through  other  agencies  or  do  you  do 
it  through  yourself? 
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Ms.  TiERNEY.  In  the  energy  area,  we  tend  to  do  it  on  our  own.  We 
have  a  number  of  pockets  of  expertise  around  the  Department  of 
Energy,  long-standing  science  and  technology  agreements  with 
other  countries  that  let  us  know  personally  what  is  going  on.  We 
do  analysis  of  growth  trends  in  other  countries. 

We  participate  in  organizations  such  as  the  International  Energy 
Agency,  which  meets  in  Paris,  and  we  get  an  understanding  of 
what  is  going  on  in  the  member  and  nonmember  countries  around 
the  world.  Through  those  various  ways,  we  really  have  a  good 
sense  of  where  the  markets  are  and  the  real  growth  areas  are. 

Chairman  Sarp alius.  Thank  you. 

Ms.  TiERNEY.  Thank  you. 

Chairman  Sarpauus.  Ms.  Frame,  in  your  testimony,  you  talked 
about  your  programs  to  match  small  companies  to  markets  in  Asia. 
Along  the  same  lines  that  I  was  asking  Ms.  Tiemey,  how  do  you  go 
about  giving  those  opportunities  to  businesses  out  here? 

If  a  small  business  wanted  to  capitalize  on  opportunities  in  Asia 
where  they  wanted  to  sell  their  product,  how  do  you  match  them? 

Ms.  Frame.  In  the  particular  program  that  you  are  referring  to, 
the  matchmaking  of  small  U.S.  companies  with  the  market  oppor- 
tunities and  buyers  overseas,  we  work  through  the  industry  asso- 
ciations. They  send  information  out  to  all  the  companies  that  are 
members  of  their  associations.  We  also  send  information  on  market 
opportunities  through  the  National  Association  of  State  Develop- 
ment Agencies,  which  works  with  all  of  the  export  promotion  agen- 
cies throughout  the  States,  and  we  work  through  the  Commerce 
Department  district  offices  as  well.  So,  it  is  a  very  hands-on  kind  of 
program. 

TDA  does  not  administer  the  program.  We  have  given  a  grant  to 
the  International  Business  Development  Center  at  Northwestern 
University  to  do  that,  because  it  is  very  hands-on  and  very  labor- 
intensive  to  try  to  match  U.S.  companies  and  their  special  skills 
with  foreign  buyers  and  to  try  to  get  the  opportunities  out  as 
broadly  as  we  can  to  companies  that  would  be  interested  in  them. 

Chairman  Sarpauus.  OK.  Mr.  Hecklinger,  as  we  have  embassies 
all  over  the  world,  do  you  have  people  trained  within  your  offices, 
and  could  you  tell  me  what  type  of  training  they  have  in  looking 
for  markets  that  could  be  opportunities  for  American  companies. 
Wlien  you  find  a  market,  what  do  you  do  with  it  then?  Whom  do 
you  contact?  How  do  you  develop  that  opportunity? 

Mr.  Heckunger.  For  every  State  officer  who  goes  overseas  to 
perform  a  commercial  function,  particularly  where  there  are  no 
FCS  personnel,  we  have  a  1-week  training  course  on  how  to  do 
their  job,  how  to  ferret  out  opportunities,  and  how  to  assist  U.S. 
business.  This  training  is  a  cooperative  effort  between  the  private 
sector  and  the  State  Department. 

The  whole  problem  of  seeking  out  opportunities  overseas,  howev- 
er, goes  far  beyond  those  few  people.  Everyone  from  the  ambassa- 
dor down  is  on  the  lookout  for  opportunities,  what  types  of  projects 
these  countries  are  working  on.  They  should  keep  in  contact  with 
Government  officials,  with  private  sector  people  in  these  countries, 
and  with  the  multilateral  development  banks,  to  find  out  where 
the  opportunities  lie,  whether  it  is  in  power  generation,  airport 
construction,  what  have  you. 
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The  formal  system  for  getting  all  of  that  information  back  is  to 
feed  it  into  the  National  Trade  Data  Bank  [NTDB]  run  by  the  De- 
partment of  Commerce.  I  don't  think  any  of  our  agencies  have  a 
separate  mechanism  that  is  so  elaborate,  because  this  is  the  one 
that  is  supposed  to  serve  for  most  of  Government. 

Commerce  has  done  a  good  job  of  expanding  and  refining  the 
NTDB,  and,  of  course,  we  are  still  working  on  it.  But  to  supplement 
that,  you  also  have  informal  means.  One  is  by  working  with  U.S. 
firms  in  the  area.  If  you  are  in  Africa,  you  know  which  firms  are 
out  there.  They  may  not  be  in  your  country,  but  they  are  in  other 
African  countries,  and  you  can  call  them  up.  You  probably  know 
the  representative,  because  he  or  she  comes  through  periodically. 
You  can  call  back  to  trade  associations  here,  to  the  chamber  of 
commerce,  call  back  to  the  Department  of  State,  as  well  as  to  Com- 
merce, and  work  through  desk  officers.  If  you  are  a  desk  officer  for, 
say,  Congo  or  Brazil,  you  know  a  lot  of  the  companies  that  are  op- 
erating in  that  area  and  might  be  able  to  bid  on  a  project. 

So,  there  is  a  formal  mechanism— the  regular  dissemination  of 
information  though  the  NTDB  to  companies,  small,  medium,  and 
large,  all  around  the  country. 

There  are  also  informal  networks  that  one  has  to  use. 

Chairman  Sarpalius.  Well,  let  me  ask  you  what  you  would  rec- 
ommend in  these  offices  out  there.  From  what  you  are  telling  me, 
you  continue  to  work  the  contacts  that  you  already  have  in  these 
countries,  American  businesses  that  are  there,  that  are  expanding, 
but  our  goal  is  to  look  for  other  markets,  other  opportunities,  and 
other  companies  in  the  United  States  becoming  involved,  some  of 
those  that  cannot  afford  the  money  to  go  overseas,  and  go  into  that 
office  and  ask  them.  What  opportunities  are  there  for  those  compa- 
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How  could  we  do  a  more  efficient  job  in  trying  to  aggressively 
look  for  markets?  Keep  in  mind  that  I  think  this  is  probably  one 
area  that  other  countries  such  as  Japan,  Germany,  Canada,  and 
countries  along  the  Pacific  Rim  are  just  killing  us  with.  They  are 
aggressively  looking  for  opportunities  for  their  businesses. 

I  can  think  of  no  other  office  that  we  have  in  existence  that  has 
been  more  effective  than  the  State  Department  as  far  as  what  we 
have  out  there  for  accessibility.  But  what  are  we  doing?  What  can 
we  do  to  have  a  more  aggressive  role  in  capturing  those  markets 
and  getting  that  information  back  to  where  it  needs  to  get  back  to? 

Mr.  Heckunger.  I  think  you  have  asked  one  of  the  questions 
that  is  foremost  on  the  agenda  of  the  TPCC.  There  are  two  aspects 
to  the  problem:  What  we  are  doing  overseas  in  order  to  determine 
what  opportunities  exist,  and  then  how  we  get  that  information 
back  to  companies  in  the  United  States.  Not  just  how  it  goes  back, 
how  it  is  transmitted,  for  example,  through  cables  or  the  NTDB, 
but  do  people  receive  it,  and  do  they  act  on  it? 

Chairman  Sarpalius.  Well,  educate  me  here.  When  you  find  out 
about  an  opportunity,  do  you  contact  the  Commerce  Department, 
or  do  you  contact  somebody  through  SBA,  or  do  you  contact  the  De- 
partment of  Energy?  Do  you  ultimately  make  the  decision  of  which 
direction,  what  agency  is  going  to  be  involved? 

Mr.  Heckunger.  For  example,  if  you  did  find  an  interest  in  nu- 
clear power,  for  example,  and  you  were  a  commercial  officer  over- 
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seas — say,  either  State  Department  or  Commerce  depending  on 
which  country — certainly  you  would  use  the  system,  the  National 
Trade  Data  Bank  system,  and  if  you  are  on  line,  you  can  just  put 
that  right  into  the  system  and  it  goes  back. 

Chairman  Sarpalius.  The  one  that  all  other  countries  have 
access  to? 

Mr.  Hecklinger.  That  is  probably  true,  too.  You  can  communi- 
cate through  cables  as  well.  If  you  are,  say,  working  on  alternate 
energy  sources,  at  the  same  time  you  would  want  to  make  sure, 
through  your  own  direct  communications  with  the  State  Depart- 
ment and  the  Department  of  Energy,  as  well  as  Commerce,  that 
these  opportunities  were  acted  on  and  these  other  agencies,  as  well, 
would  try  to  get  them  to  the  firms  that  were  potentially  able  to  bid 
on  those  projects  overseas. 

A  lot  of  finding  the  opportunities  is  just  having  enough  people 
out  there  who  are  integrated  enough  within  that  country,  whether 
it  is  in  the  Government  power  centers  or  in  the  private  sectors  or 
with  the  development  banks,  to  know  what  is  coming  up  and  where 
the  needs  are.  You  try  to  do  as  much  of  that  as  you  have  resources. 

Some  countries,  obviously,  have  more  people  overseas  devoted  to 
this  function.  We  are  certainly  limited  in  overseas  representation; 
in  many  cases,  we  are  cutting  back.  This  is  not  just  State,  but  all 
agencies,  for  budgetary  reasons.  But  I  think  to  compensate  for  that, 
we  at  State  and  every  other  agency  are  putting  a  greater  priority 
on  helping  U.S.  business  and  trying  to  seek  out  opportunities  so 
that  our  overall  effort  is  going  to  be  a  lot  larger  than  it  has  been  in 
the  past. 

Chairman  Sarpalius.  Do  most  embassies  have  a  particular 
person  that  is  in  charge  of  overseeing  these  markets,  and  they 
work  with  the  people  in  different  areas? 

Mr.  Hecklinger.  Again,  in  large  markets — the,  68  countries 
which  account  for  over  90  percent  of  our  exports — there  would  be  a 
full-time  FCS  person,  possibly  two,  three,  four,  five,  six,  or  seven, 
depending  on  the  market,  plus,  very  importantly,  a  number  of  for- 
eign service  nationals  who  would  do  this  work. 

Where  the  FAS,  or  Foreign  Agricultural  Service  is  present,  they 
would  do  this  function  for  agriculture  exports.  The  FCS  and  FAS 
take  the  lead  in  coordinating  this  effort,  but  there  is  a  role  to  play 
for  most  of  the  other  sections  in  those  embassies. 

Then  in  the  smaller  countries,  the  State  Department  usually 
takes  on  the  commercial  function  both  for  agriculture  and  for  non- 
agricultural  goods. 

Chairman  Sarpalius.  Mr.  Barreda,  in  your  statement,  you  said 
something  that  is  kind  of  interesting.  You  said  that  the  Treasury 
Department  is  working  to  stop  the  use  of  tied  aid,  and  I  don't  know 
if  you  would  recall  my  opening  remarks  where  I  talked  about  how 
Japan  and  Germany  aggressively  worked  in  those  areas,  that  they 
will  be  spending  up  to  $10  billion  in  tied  aid. 

Tell  me,  why  do  you  think  we  need  to  be  moving  away  from  it? 

Mr.  Barreda.  I  guess  my  statement  wasn't  complete  enough. 
What  we  are  trying  to  do  is  to  stop  the  use  of  tied  aid  in  commer- 
cial projects.  We  do  recognize  that  there  is  a  role  for  aid  and  that 
many  countries  want  to  tie  it.  What  we  are  concerned  about,  using 
the  example  we  used  earlier,  is  this:  Indonesia  is  planning  to  put  in 
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a  commercial  electric  power  utility.  We  want  to  be  sure  the  compe- 
tition for  that  is  based  on  commercial  considerations — price,  qual- 
ity, technology — and  not  that  one  country  is  willing  to  finance  ex- 
ports through  its  aid  budget. 

So,  the  line  that  we  have  drawn — and  this  is  what  we  did  last 
year — is  to  try  to  divide  aid  projects  into  two  types:  Commercially 
viable,  where  there  is  market  finance  available,  and  other  projects. 
We  always  use  the  example,  say,  of  a  road  which  is  not  commer- 
cially viable  and  is  where  the  aid  fund  should  be  directed.  This 
would  maximize  the  flow  of  funds  to  the  developing  countries,  be- 
cause the  aid  would  go  to  the  noncommercial  projects;  then  the 
market  would  finance  the  commercially  viable  projects,  and  our  ex- 
ports could  compete  for  those. 

Chairman  Sarpauus.  How  can  you  compete  when  Japan  and 
Germany — for  example,  we  are  talking  about  energy — if  Japan 
wants  to  give  some  money  to  Asia  to  build  a  utility  plant  or  for 
assistance,  and  they  tell  them,  OK,  we  want  you  to  buy  scrubbers 
that  are  made  in  Japan  and  not  from  the  United  States?  How 
could  you  compete  with  that? 

Mr.  Barreda.  Well,  that  is  exactly  the  point,  Mr.  Chairman. 
That  is  why  we  have  been  saying  that — and  we  are  still  drawing 
lines — we  will  not  permit,  through  the  OECD,  aid  to  be  used  for 
the  commercially  viable  projects.  We  are  not  going  to  prohibit  tied 
aid;  that  we  can't  do.  But  we  do  want  to  direct  it  to  the  projects 
that  are  legitimate  aid  projects. 

So,  we  are  challenging  the  projects,  and  challenging  successfully 
now,  to  say  that  project  shouldn't  be  done;  and  that,  we  are  doing 
now  through  the  OACD  process. 

Chairman  Sarpalius.  But  when  you  open  it  for  competition,  the 
Japanese  or  the  Germans  get  the  contract. 

Mr.  Barreda.  No;  we  open  it  up  for  competition  with  the  no  aid 
rule. 

Chairman  Sarpalius.  But  you  may  say  that,  and  the  United 
States  may  say  that,  but  what  assurance  do  you  have  that  Japan 
and  Germany  are  going  to  agree  to  that? 

Mr.  Barreda.  Let  me  go  into  a  bit  of  detail  then. 

How  the  arrangement  works,  Mr.  Chairman,  is  that  a  country 
notifies  a  project  it  intends  to  finance.  The  other  countries  receive 
the  notification  and  put  their  own  test  to  it  to  determine  whether 
it  is  a  commercially  viable  project  that  should  not  be  done  by  aid 
or  whether,  in  fact,  it  is  a  legitimate  aid  project.  We  then  can  chal- 
lenge the  country  and  say  that  it  is  not  a  legitimate  aid  project,  it 
is  a  commercial  project  that  should  be  left  to  the  market. 

We  have  a  meeting  with  them,  other  countries  consider  it,  and  a 
decision  is  then  made. 

Chairman  Sarpauus.  Who  makes  that  decision? 

Mr.  Barreda.  The  OECD  countries  as  a  group. 

Chairman  Sarpalius.  Oh,  OK. 

Mr.  Barreda.  The  rules  just  went  into  effect  last  year,  so  it  is  too 
early  to  evaluate  them,  but  we  are  encouraged,  and  I  think  we  are 
getting  some  positive  reaction  from  the  U.S.  export  community 
that,  in  fact,  commercial  projects  now  are  being  left  much  more  to 
the  market. 
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Now,  I  want  to  be  clear,  though — ^back  to  where  you  started — we 
are  not  prohibiting  tied  aid.  If  the  United  States  or  other  countries 
want  to  give  aid  for  a  project  that  can't  be  paid  for  by  the  market, 
that  can  be  done  on  a  tied-aid  basis.  Whether  or  not  we  can  com- 
pete for  that  does  depend  on  our  own  decisions  in  our  aid  program. 
But  we  are  trying  to  at  least  move  the  competition  off  into  that 
part  of  the  area. 

An  example  that  we  had  before  was  a  beer  brewery  that  was  put 
in  with  aid  funds.  Well,  that  is  a  commercial  project  and  that 
should  be  done  bsised  on  commercial  competition,  not  on  which 
countries  are  going  to  fund  it  out  of  their  aid  program. 

Chairman  Sarpauus.  Yes;  but  to  me,  the  problem  with  that  is 
that  if  the  Japanese  or  the  Germans  do  step  into  those  areas,  like 
scrubbers,  and  they  put  in  Japanese  scrubbers,  they  are  always 
going  to  buy  Japanese  scrubbers.  I  mean,  you  are  opening  up  op- 
portunities for  that  particular  industry  from  that  country.  That  is 
the  advantage  of  tied  aid,  isn't  it? 

Mr.  Barreda.  Well,  absolutely. 

Chairman  Sarpauus.  I  mean,  as  you  look  down  the  road. 

Mr.  Barreda.  Mr.  Chairman,  I  don't  think  we  disagree. 

There  is  a  legitimate  aid  function,  and  there  will  be  competition 
on  that.  We  are  trying  to  at  least  fence  off  commercial  projects. 
There  are  going  to  be  gray  areas  in  between  where  we  will  have 
arguments  which  we  do  have  in  the  OECD. 

But  I  think  we  are  making  progress  on  getting  the  commercial 
projects  out  of  the  aid  business,  so  you  don't  have  that  issue  of  win- 
ning exports  through  your  aid  program.  There  is  still  a  problem. 
We  are  still  working  on  it,  but  we  have  reduced  the  size  of  it. 

Chairman  Sarpauus.  OK.  Thank  you. 

Mr.  Finn,  you  talked  about  another  loan  program.  We  just  heard 
from  two  other  agencies  that  have  loan  programs  as  well.  Tell  me 
why  yours  is  different  from  theirs. 

Mr.  Finn.  Those  two  agencies  lend  money  to  finance  the  actual 
exporter  of  products.  We  lend  money  or  guarantee  loans  for  compa- 
nies actually  making  capital  investments  in  those  countries. 

Chairman  Sarpauus,  All  right. 

Mr.  Finn.  So,  we  lend  to  the  U.S.  entity  as  it  invests,  for  exam- 
ple. 

Chairman  Sarpauus.  That  is  different  from  what  the  other  two 
agencies  do? 

Mr.  Finn.  Generally  speaking,  it  is  different,  yes,  sir. 

Chairman  Sarpauus.  Is  there  a  limit  as  to  how  much  money  you 
can  loan  per  contract,  or  individual,  or  company? 

Mr.  Finn.  We  have  a  number  of  limits,  internal  limits;  $50  mil- 
lion is  the  largest  loan  guarantee  currently  that  we  would  partici- 
pate in;  $6  million  is  our  limit  on  a  direct-cash  loan. 

Chairman  Sarpauus.  What  is  your  success  rate? 

Mr.  Finn.  Our  success  rate  has  been  actually  very  good.  Over  the 
years  we  have  made  a  lot  of  money  that  has  been  sent  back  to  the 
Treasury.  It  is  a  completely  self-sustaining  agency. 

Chairman  Sarpauus.  How  do  you  get  the  information  about 
your  loan  program  out  to  businesses? 
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Mr.  Finn.  Generally  speaking,  we  work  through  the  Commerce 
Department  and  through  the  SBA,  through  their  regional  offices 
on  the  ground  here  in  this  country. 

Chairman  Sarpauus.  OK.  Now  I  want  to  ask  each  one  of  you 
and  you  can  give  me  a  real  quick  answer. 

Tell  me  areas  where  you  think  we  have  duplication  within  your 
agency. 

Ms.  Frame.  Well,  one  of  the  issues  we  are  looking  at  in  the  TPCC 
is  whether  or  not  there  is  some  duplication  of  efforts,  or  at  least 
overlap,  in  the  area  of  feasibility  study  funding,  which  is  primarily 
what  TDA  does.  To  the  extent  that  we  identify  these  areas,  we 
want  to  try  to  either  consolidate  them  all  within  one  agency,  or 
there  may  be  some  elimination  of  certain  programs  as  well. 

Chairman  Sarpauus.  Mr.  Hecklinger. 

Mr.  Hecklinger.  I  think  we  have  worked  it  out  pretty  well  with 
the  Department  of  Commerce  on  how  we  complement  each  other, 
rather  than  duplicate  each  other,  overseas.  We  each  have  our  own 
posts,  yet  where  we  are  together,  we  split  up  the  responsibilities. 

It  has  not  necessarily  been  easy  over  the  last  10  years  to  deter- 
mine that  split,  but,  particularly  in  the  last  few  years,  we  have 
made  significant  strides.  So,  I  think  there  is  very  little  duplication. 

In  Washington,  we  provide  advice  to  firms  on  what  is  happening 
politically,  economically,  and  where  opportunities  are  overseas.  We 
provide  it,  some  other  agencies  provide  it,  but  firms  want  this.  I 
mean,  they  want  a  State  Department  perspective,  a  Commerce  per- 
spective, and  when  they  are  fighting  for  a  contract,  they  want  let- 
ters from  the  Secretary  of  State  as  well  as  the  Secretary  of  Com- 
merce to  support  them.  Certainly,  it  is  important  to  have  a  number 
of  agencies — Treasury,  State,  Commerce — ^weigh  in  on  behalf  of  our 
firms  on  any  particular  contract.  So,  there  is  a  certain  duplication 
there,  but  it  is  really  quite  beneficial. 

Chairman  Sarpalius.  Mr.  Saiers. 

Mr.  Saiers.  I  guess  a  lot  of  it  has  to  do  with  the  information  sys- 
tems. I  think  it  is  still  probably  difficult  for  a  potential  exporter  to 
know  exactly  where  to  go  to  get  the  kind  of  information  he  needs, 
and  I  think  that  is  one  of  the  major  concerns  in  the  TPCC,  to  try  to 
come  up  with  more  of  a  one-stop  shop  for  this  information  system. 
I  worry  that  sometimes  such  things  fall  between  the  cracks  as  dif- 
ferent agencies  have  different  systems. 

We  work  with  Commerce,  particularly  in  the  very  low-income 
countries  where  there  is  not  much  commercial  penetration  now,  to 
provide  information  to  potential  exporters  in  those  countries.  But  I 
think  there  is  a  need  to  get  these  programs — as  Secretary  Brown  is 
trying  to  do — and  the  information  base  in  one  place,  that  allows 
one  exporter  to  access  from  one  source. 

Chairman  Sarpalius.  Mr.  Finn. 

Mr.  Finn.  As  I  said  earlier,  I  think  we  probably  are  unique  in 
terms  of  U.S.  agencies  and  what  we  do.  There  is  a  big  similarity 
between  what  we  do  and  what  the  International  Finance  Corpora- 
tion of  the  World  Bank  does,  or  the  EBRD  on  the  finance  side  or  on 
the  insurance  side,  with  what  a  relatively  new  World  Bank  agency 
called  MIGA  does.  But,  as  a  bilateral  agency,  we  bring  the  require- 
ments that  a  project  has  positive  U.S.  effects.  So,  in  that  sense,  I 
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believe,  since  we  work  together  on  projects,  it  is  complementary 
and  it  leverages  very  well  U.S.  resources. 

Chairman  Sarpauus.  Mr.  Barreda. 

Mr.  Barreda.  We  and  Commerce  want  to  do  a  better  job  of  work- 
ing together  to  get  the  information  and  the  needs  on  Government 
procurement — on  procurement  financed  by  the  World  Bank  money 
and  the  other  banks  to  U.S.  businesses,  so  that  they  can  win  those 
contracts. 

Chairman  Sarpalius.  We  are  also  sending,  each  of  you,  a  letter 
with  some  additional  questions.  One  of  them  I  am  anxious  to  see  a 
response  on  is,  what  can  you  do  to  help  generate  more  confidence 
within  businesses  to  move  in  the  area  ojf  exports? 

I  have  my  friend  here,  Mr.  Poshard. 

Would  you  like  to  ask  any  questions  or  make  any  comments? 

Mr.  Poshard.  Well,  Mr.  Chairman,  I  apologize  for  being  late  to 
the  committee  hearing.  I  just  got  into  town,  and  I  am  sorry  I  have 
missed  the  previous  testimony. 

I  guess  what  I  would  like  to  just  ask  about  is  something  that  is 
personally  going  on  in  my  district.  I  don't  even  know  what  the  ap- 
propriate questions  are.  I  don't  know  how  you  people  can  even 
help.  But  I  would  like  to  explore  this  for  a  moment. 

I  represent  a  rural  district  in  central  and  southern  Illinois  that 
is  predominantly  small  farms  and  coal  mines.  The  three  major 
problems  that  we  have  in  my  district  now  are  all  associated  with 
British-owned  companies  that  have  come  into  our  area.  One  is  a 
$1.1  billion  lock  and  dam  project  on  the  Ohio  River,  Olmsted  Lock 
and  Dam.  This  company  has  won  the  first  contract  on  this  dam,  a 
British  company,  and  has  totally  come  in  and  destroyed  the  equilib- 
rium of  our  communities,  refusing  to  hire  local  people,  trying  to 
construct  contracts  with  renegade  union  locals  that  don't  associate 
with  other  building  and  trade  unions  so  they  can  control  the  whole 
process  without  any  reasonable  bargaining  back  and  forth. 

Is  this  what  we  are  getting  into  now  in  the  international  market 
arena?  Are  our  companies  doing  this  sort  of  thing  abroad?  How 
deeply  does  our  State  Department  or  our  Commerce  Department  or 
others  look  into  the  activities  of  these  kinds  of  things? 

In  the  case  of  the  Olmsted  Lock  and  Dam,  for  instance,  the  two 
counties  in  my  district  that  adjoin  that  lock  and  dam  have  28-per- 
cent-plus  unemplojmient  because  of  our  coal  mines  shutting  down, 
not  being  able  to  sell  our  high  sulphur  coal  because  of  the  Clean 
Air  Act. 

We  have  worked  for  years,  literally  years,  to  get  this  lock  and 
dam  to  the  point  of  being  funded,  and  now  we  get  a  British-owned 
company  that  comes  in  and  totally,  totally  destroys  all  the  equilib- 
rium in  our  community,  not  wanting  to  hire  any  local  people  in  a 
high  unemployment  area,  doing  cut-throat  types  of  activities  that 
have  totally  destroyed  the  morale  of  our  people. 

Is  this  what  we  have  come  to  in  the  international  market  arena 
today?  Are  our  companies  doing  this  sort  of  thing  abroad?  Do  we 
have  any  control  over  this  sort  of  thing?  I  mean,  the  Corps  of  Engi- 
neers figured  the  first  phase,  the  cofferdam  on  this  project  that  is 
$60  million,  just  cost.  This  company  came  in  and  bid  $53  million,  $7 
million  below  cost,  just  to  get  their  foot  in  the  door. 
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Now,  what  are  we  doing  here?  We  have  local  people  who  are 
starving  for  work,  huge  groups  of  minority  people  who  we  have 
trained  for  4V2  years  now  to  try  to  go  to  work  on  this  project,  and 
we  can't  get  the  job.  I  mean,  I  see  this  going  on  everywhere.  Surely 
to  God  somewhere  in  our  Government  we  can  look  into  these  kinds 
of  things  and  find  a  way  to  resolve  this. 

Is  this  going  on  internationally?  Do  we  promote  our  companies  to 
go  into  other  countries  of  the  world  and  do  these  kinds  of  activi- 
ties? Somebody  give  me  an  answer.  I  don't  know. 

Mr.  Finn.  I  would  like  to  comment  briefly.  Congressman.  As  I 
mentioned  earlier,  we  put  strictures  on  our  loans  and  our  insur- 
ance programs  to  ensure  three  main  things:  One,  first  and  fore- 
most, that  any  project  that  we  are  involved  with  doesn't  result  in  a 
net  loss  of  U.S.  jobs,  so  we  are  not  exporting  jobs  or  supporting 
runaway  plants.  But  then  there  are  two  host  country  effects  that 
we  look  into  before  we  support  a  project,  and  then  we  monitor 
throughout  the  life  of  the  project  to  ensure  two  things:  One,  that 
the  project  meets  the  environmental  standards  of  the  World  Bank; 
and  two,  our  funds  cannot  support  a  project  that  fails  to  support 
internationally  recognized  worker  rights  standards.  Even  if  a  coun- 
try meets  those  rights  standards,  we  force  the  company  doing  the 
project  in  that  country  to  have  a  contractual  commitment  to  us 
that  the  project  will  not  violate  worker  rights  either. 

Mr.  PosHARD.  I  think  that  is  excellent.  Do  we  have  anything 
with  regard  to  demanding  those  same  kinds  of  things  out  of  other 
international  companies  that  bid  for  contracts  and  win  contracts  in 
this  country?  Because  they  don't  care  about  worker  rights.  I  can 
tell  you  that  the  British  are  cut-throat  with  regard  to  this  kind  of 
thing,  three  separate  labor-management  issues  in  my  district  alone. 

Mr.  Hecklinger,  can  you  tell  me  anything  about  this? 

Mr.  Hecklinger.  This  was  a  project  that  was  let  by  whom?  Who 
gave  the  contract? 

Mr.  PosHARD.  Well,  it  comes  through  the  Corps  of  Engineers,  of 
course. 

Mr.  Hecklinger.  The  Corps  of  Engineers  let  the  contract  to  the 
British  company? 

Mr.  PosHARD.  That  is  right. 

Mr.  Heckunger.  I  don't  know  the  specifics  of  the  case. 

Obviously,  around  the  world  one  of  the  factors  that  you  take  into 
account  in  many  cases  when  you  are  letting  the  contract,  is  what 
kind  of  a  bidder  is  he?  Is  that  person  going  to  hire  local  people  or 
bring  people  in?  What  kind  of  technology  is  that  bidder  going  to 
offer?  It  is  a  package. 

Many  of  our  firms  are  competitive  overseas  because  they  put  to- 
gether a  nice  package.  That  is  one  of  the  advantages  they  have 
over  other  companies.  I  just  don't  know  the  specifics  of  the  circum- 
stance, why  the  bid  was  given  to  this  particular  firm,  what  types  of 
controls  were  put  on  it,  what  was  in  the  contract,  that  sort  of 
thing.  It  seems  that  could  be  a  matter  for  the  entity  which  lets  the 
contract  and  the  bidding  companies. 

Mr.  PosHARD.  But  do  we 

Mr.  Hecklinger.  If  they  are  breaking  laws,  that  is  one  thing,  ob- 
viously. But  if  they  are  not  breaking  any  laws,  I  don't  know  what 
the  recourse  would  be.  Are  you  saying  that  we 
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Mr.  PosHARD.  I  want  to  sit  down  with  somebody  in  the  State  De- 
partment and  go  over  this  in  detail,  this  policy,  because  it  seenis  to 
me  that  we  ought  to  have  something  in  kind,  as  Mr.  Finn  had  indi- 
cated, that  we  restrict  our  companies  overseas  to  not  violate  work- 
ers' rights.  I  would  like  to  know  if  we  have  any  policies  in  effect  in 
this  country  that  require  people  bidding  here  to  do  the  same 
things. 

Mr.  Heckunger.  I  think  it  is  a  matter  of  local.  State,  and  nation- 
al law  as  to  whether  the  companies  are  violating  rights  or  not.  If 
that  is  the  question,  I  mean  that  is  a  whole  different  matter  and 
that  is  something  for  the  Labor  Department  to  look  into. 

Mr.  PosHARD.  Thanks,  Mr.  Chairman. 

Chairman  Sarpauus.  Mr.  Poshard,  let  me  assure  you  that  you 
brought  up  an  excellent  point,  and  that  in  this  committee  we  work 
to  try  to  find  ways  to  establish  markets  overseas  for  businesses. 
Unfortunately,  at  the  same  time,  our  country's  losing  opportunities 
here  by  not  protecting  our  businesses  here  at  home.  I  assure  you 
that  as  far  as  I  am  concerned,  we  are  very  interested  in  your  prob- 
lem, and  we  will  try  to  help  in  any  way  we  can. 

Mr.  Poshard.  I  appreciate  that. 

Chairman  Sarpauus.  Maybe  we  can  do  a  field  hearing. 

Mr.  Poshard.  Thank  you. 

Chairman  Sarpauus.  Thank  you  very  much.  We  appreciate  your 
time,  effort,  and  the  information  that  you  gave  us. 

We  will  now  move  on  to  the  third  and  fmal  panel.  On  our  final 
panel,  we  will  hear  from  the  office  of  the  U.S.  Trade  Representa- 
tive, Mr.  Howard  Reed,  who  is  the  special  counsel  for  Financial 
and  Investment  Policy.  We  will  hear  from  the  U.S.  Information 
Agency,  Mr.  Michael  Schneider,  Acting  Associate  Director  for  the 
Bureau  of  Policy  and  Programs.  We  will  hear  from  the  U.S.  De- 
partment of  Transportation,  Mr.  Arnold  Levine,  Director  of  the 
Office  of  International  Trade.  We  will  hear  from  the  Environmen- 
tal Protection  Agency,  Dr.  Alan  Hecht,  Acting  Assistant  Adminis- 
trator for  International  Activities.  We  will  hear  from  the  U.S.  De- 
partment of  Interior,  Ms.  Cecilia  Wheatley,  an  international  econo- 
mist for  the  Bureau  of  Mines. 

Chairman  Sarpauus.  Mr.  Reed. 

TESTIMONY  OF  HOWARD  REED,  SPECIAL  COUNSEL  FOR  FINAN- 
CIAL AND  INVESTMENT  POLICY,  OFFICE  OF  THE  UNITED 
STATES  TRADE  REPRESENTATIVE 

Mr.  Reed.  Thank  you,  Mr.  Chairman,  for  the  opportunity  for  the 
Office  of  the  United  States  Trade  Representative  to  testify  before 
your  subcommittee  this  afternoon.  I  would  like  to  ask  that  our 
written  testimony  be  included  in  the  record,  and  there  are  a  few 
additional  points  I  would  like  to  make,  to  just  sort  of  point  out  the 
role  of  the  USTR. 

The  role  of  USTR  is  somewhat  different  from  the  other  agencies 
that  have  testified  before  your  committee  this  morning.  In  promot- 
ing exports,  we  are  not  as  program  oriented  as  some  of  those  agen- 
cies. Our  role  is  primarily  to  coordinate  and  develop  U.S.  trade 
policy,  and  through  our  negotiating  authority,  we  open  markets 
and  opportunities  through  our  market  access  initiatives.   In  an 
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effort  to  increase  the  efficiency  and  the  effectiveness  of  increasing 
U.S.  exports,  we  welcome  the  opportunity  to  participate  in  the 
TPCC  initiative.  We  beUeve  that  the  TPCC  initiative  will  accom- 
plish these  objectives. 

Now,  you  asked  in  your  letter  for  us  to  comment  on  the  tools 
that  we  need  to  accomplish  our  goals  and  objectives.  I  am  not  sure 
that  what  I  am  about  to  say  is  a  tool,  but  anything  that  the  U.S. 
Government  can  do  to  increase  this  efficiency  and  to  encourage 
U.S.  companies  to  follow  through  on  our  market  access  initiatives 
we  certainly  welcome.  There  are  opportunities  in  the  past  that 
have  been  opened,  and,  in  some  instances,  we  feel  as  though  maybe 
all  companies  have  not  had  the  opportunity  or  understood  what 
our  initiatives  had  been  and  haven't  followed  through  as  fully  as 
they  could  have. 

I  would  be  willing  to  answer  any  questions  later  that  you  may 
have. 

[Mr.  Reed's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Mr.  Schneider. 

TESTIMONY  OF  MICHAEL  SCHNEIDER,  ACTING  ASSOCIATE  DI- 
RECTOR, FOR  POLICY  AND  PROGRAMS,  U.S.  INFORMATION 
SERVICE 

Mr.  Schneider.  Mr.  Chairman,  it  is  a  privilege  to  be  able  to  come 
and  discuss  the  programs  of  the  U.S.  Information  Agency  in  sup- 
port of  U.S.  trade  development  and  promotion  efforts  around  the 
world.  We  were  honored  to  have  taken  an  active  part  in  the  TPCC 
and  look  forward,  particularly  as  the  policy  is  converted  into  imple- 
mentation, to  be  able  to  employ  all  of  the  talent  and  the  interest  in 
USIA  around  the  world  in  supporting  that  effort. 

We  are  involved  in  trade  development  by  virtue  of  the  central  re- 
sponsibility we  have  for  communication  overseas  and  providing  op- 
portunities for  transfer  of  information  for  exchanges  and  for  dialog 
with  important  groups  around  the  world.  We  do  a  lot  to  inform 
publics  about  U.S.  trade  and  economic  policies  through  multilin- 
gual media  programs  and  products;  we  provide  information  on  U.S. 
products  and  services,  on  new  technologies  and  approaches;  we  fa- 
cilitate U.S.  Governmental  efforts  on  behalf  of  export  promotion; 
we  help  create,  importantly,  a  favorable  climate  of  opinion  abroad 
for  U.S.  systems  approaches,  goods,  and  services;  and  we  assist  the 
development  of  free  market  practices  abroad,  which  in  turn  lead  to 
the  opportunities  for  American  business  to  export  overseas. 

We  have  a  special  expertise  overseas  in  several  respects — first  of 
all,  talented  foreign  service  officers  and  foreign  national  employees 
around  the  world,  some  200  libraries  and  cultural  centers  around 
the  world,  who  "know  the  territory,"  if  you  will.  They  have  the 
cross-cultural  expertise  which  is  a  crucial  dimension  of  U.S.  trade 
and  export  activities. 

The  USIA  enjoys  special  aresis  of  expertise  in  education,  commu- 
nications, and  media  publishing,  and  the  cultural  sectors.  These 
are  important  backdrops;  if  not  in  actually  making  a  specific  deal, 
they  certainly  create  the  climate  of  opinion  under  which  U.S.  trad- 
ing activities  take  part.  Finally,  we  have  research  interests  and  ca- 
pacities which  help  the  American  Government,  and  potentially 
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American  business,  in  knowing  the  culture,  the  climate  of  opinion, 
the  interests  of  important  groups  and  others  overseas,  with  special 
attention  paid  trends  and  activities  of  the  media  around  the  world. 

So,  the  substance,  the  background,  the  context  of  U.S.  trade 
policy  is  a  critical  dimension  of  what  we  do — dealing  with  journal- 
ists, with  Government  decisionmakers,  with  opinion  leaders,  with 
businessmen,  with  scholars,  and  to  some  extent  with  student  com- 
munities around  the  world. 

One  example  of  the  kind  of  work  we  are  doing,  and  the  potential 
for  the  future  is  something  called  traveling  information  centers. 
These  we  are  developing  in  partnership  with  EPA,  and  AID,  and 
also  the  State  Department,  the  Department  of  Commerce,  and  the 
Department  of  Energy.  They  are  just  getting  under  way.  We  hope 
to  be  able  to  do  many  of  these  in  many  fields  throughout  the  world. 
The  first  round  will  be  visits  to  12  countries  in  East  and  South 
Asia,  beginning  in  January  1994,  to  address  environmental  technol- 
ogies. The  traveling  information  center  is  essentially  a  small  trav- 
eling exhibit  with  books,  with  visual  elements,  with  pamphlets, 
brochures,  product  brochures,  and  other  information  on,  in  this  in- 
stance, environmental  technologies  and  sustainable  development. 
This  is  particularly  suitable  for  promoting  small  business  in  this 
country,  and  particularly  helpful  to  try  to  create  markets  and  in- 
terest in  a  very  important  cutting-edge  technologies  and  potentially 
a  trade  area  for  the  United  States. 

The  TICS  will  display  innovative  American  environmental  tech- 
nologies, such  as  soil  remediation,  groundwater  treatment,  and 
solid/hazardous  waste  handling  and  treatment.  In  addition,  we  will 
have  experts  and  business  representatives  going  along  with  each  of 
the  traveling  information  centers  to  help  explain  the  new  technol- 
ogies and  work,  in  turn,  to  promote  opportunities  to  make  deals  on 
the  ground. 

This  kind  of  approach  could  be  done  in  any  of  multiple  fields  in 
places  around  the  world.  The  "dual-purpose"  advantage  of  USIA 
information  media  and  education  sectors  would  make  dealing  with 
these  particularly  easy  for  us.  But  it  is  an  idea  that  has  potential 
in  many  fields. 

Over  the  years  the  Agency  has  provided,  through  its  exhibit  serv- 
ice, through  its  pamphlets  and  publications,  through  TV  broadcasts 
and  special  features  on  business  development,  through  Voice  of 
America  coverages,  a  wide  array  of  coverages  of  American  technol- 
ogies and  products,  systems  and  services  that  are  available  for  the 
rest  of  the  world.  We  hope  through  those  approaches  to  create  op- 
portunities for  small  business  to  come  in  and  achieve  more  sales. 

We  work  closely  with  the  Commerce  Department  in  organizing 
press  conferences  and  helping  with  trade  missions,  doing  the  pub- 
licity and  the  public  affairs  work,  and  with  the  other  agencies  of 
the  Government  when  they  are  involved  in  similar  activities. 

Our  libraries  in  several  instances  are  colocated  with  the  Com- 
merce Department  libraries,  and  each  of  the  research  and  refer- 
ence librarians  and  offices  in  our  posts,  and  the  Commerce  offices 
will  work  together  to  help  develop  interest  and  promote  public  ac- 
tivities. For  example,  tomorrow  morning,  we  are  going  to  conduct  a 
telepress  conference  with  a  group  of  businessmen  and  Government 
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leaders  in  Riyadh  talking  about  new  software  products,  particular- 
ly Microsoft  Windows. 

We  have  had  a  number  of  WorldNet  Television  interactivities 
and  teleconferences  with  business  communities  and  with  others 
abroad  on  new  technologies  and  American  approaches. 

Finally,  the  markets  are  overseas,  but  the  interest  can  be  gener- 
ated from  this  country;  and  one  of  the  things  that  we  are  quite 
active  in  doing  is  bringing  the  foreign  resident  press  corps,  which  is 
sizable  and  quite  influential,  into  contact  with  American  business 
and  American  communities  in  this  country.  In  the  last  year,  we 
have  organized  a  number  of  tours  to  the  U.S.  cities  in  cooperation 
with  the  chambers  of  commerce  and  the  regional  offices  to  try  to 
expose  the  foreign  press  in  this  country  not  only  to  our  culture  and 
our  social  and  political  processes,  but  also  to  the  business  opportu- 
nities and  the  interesting  new  technology  that  we  have  in  this 
country. 

We  look  forward,  as  the  TPCC  comes  to  make  its  decisions,  to 
working  with  the  other  Federal  agencies  and  with  the  private 
sector  in  a  host  of  ways  to  promote  American  trade  overseas. 

Thank  you. 

[Mr.  Schneider's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpauus.  Mr.  Levine. 

TESTIMONY  OF  ARNOLD  LEVINE,  DIRECTOR,  OFFICE  OF  INTER- 
NATIONAL  TRANSPORTATION  AND  TRADE,  U.S.  DEPARTMENT 
OF  TRANSPORTATION 

Mr.  Levine.  Thank  you,  Mr.  Chairman.  I  have  prepared  testimo- 
ny that  we  will  submit  to  the  committee  for  the  record.  I  would 
just  address  a  few  brief  oral  comments  this  afternoon. 

Our  department  is  a  specialized  agency.  Nonetheless,  we  have 
participated  in  the  Trade  Promotion  Coordinating  Committee  since 
its  inception.  Although  we  are  not  what  you  would  call  a  tradition- 
al export  promotion  agency,  many  of  our  activities  affect  in  one 
way  or  another  the  international  trade  environment,  whether  di- 
rectly or  indirectly.  For  us,  this  is  by  and  large  a  collateral  activity. 
There  are  few,  if  any,  whose  sole  function  at  the  Department  of 
Transportation  is  to  promote  trade  in  the  traditional  sense. 

We  do  support  trade,  however,  and  I  would  like  to  outline  the 
broad  areas  in  which  we  are  involved,  and  which,  in  our  view,  do 
go  a  long  ways  toward  helping  U.S.  exporters. 

First,  we  do  engage  in  direct  promotion  of  U.S.  transportation 
service  providers — for  example,  U.S.  flag  airlines,  U.S.  flag  ship- 
ping lines.  The  export  of  services  is  no  less  an  export  than  the 
export  of  products,  and  the  Department  is  active  in  supporting  our 
industries  overseas.  In  addition,  we  engage  in  the  direct  promotion 
of  certain  types  of  transport  equipment,  such  as  commercial  space- 
launch  vehicles  through  our  Office  of  Commercial  Space  Transpor- 
tation. 

We  are  engaged  as  a  second  matter  in  the  liberalization  of  inter- 
national transportation  markets,  so  that  U.S.  exporters  can  negoti- 
ate competitive  rates  for  their  products  as  they  ship  them  overseas, 
and  are  not  otherwise  discriminated  against  by  our  trading  part- 
ners. 
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We  are  engaged  in  many  international  organizations  to  develop 
technical  standards  relating  to  transport  equipment  and  services. 
This  affects  the  international  trade  environment  in  two  ways: 
First,  through  developing  harmonized  international  standards  that 
are  close  to,  or  identical  to,  U.S.  standards,  we  help  U.S.  manufac- 
turers produce  a  single  product  for  both  the  domestic  and  interna- 
tional markets;  second,  through  our  participation  in  these  areas, 
we  help  to  identify  and,  hopefully,  to  eliminate,  those  nontariff  bar- 
riers that  are  masquerading  as  technical  standards,  but  which 
really  are  not. 

Our  department  engages  in  technical  assistance  and  training  for 
foreign  transport  officials,  the  view  being  that  assistance  and  train- 
ing help  familiarize  those  individuals  with  U.S.  products  and  proce- 
dures, and  by  so  doing,  give  our  manufacturers  and  operators  a  leg 
up  in  foreign  markets. 

We  organize  an  extensive  visitor  program  for  foreign  transport 
officials  where  we  introduce  them  to  U.S.  DOT,  and  State  DOT  op- 
erations. We  will  arrange  with  U.S.  equipment  manufacturers  and 
transportation  companies  visits  for  these  officials,  again  helping 
them  become  familiar  with  the  way  we  do  business  and,  hopefully, 
promoting  the  sale  of  services  and  products  in  the  future. 

Elements  of  our  department  also  participate  in  international 
trade  shows  and  exhibits,  especially  organizations  such  as  our  Fed- 
eral Aviation  Administration  and  our  Federal  Highway  Adminis- 
tration. 

Finally,  we  make  an  effort  to  keep  all  of  our  transportation 
equipment  manufacturers  and  service  providers  fully  up  to  speed 
on  our  international  activities,  so  that  we  don't  gather  this  intelli- 
gence information  without  feeding  it  back  to  our  colleagues  here  in 
the  United  States. 

That,  Mr.  Chairman,  broadly  characterizes  the  nature  of  our  in- 
volvement in  international  trade  and  export-related  activities,  and 
I  would  be  happy  to  answer  any  questions  you  might  have. 

[Mr.  Levine's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarp alius.  Thank  you. 

Mr.  Hecht. 

TESTIMONY  OF  ALAN  D.  HECHT,  ACTING  ASSISTANT  ADMINIS- 
TRATOR, OFFICE  OF  INTERNATIONAL  ACTIVITIES,  U.S.  ENVI- 
RONMENTAL PROTECTION  AGENCY 

Mr.  Hecht.  Thank  you,  Mr.  Chairman,  for  the  opportunity  to  tes- 
tify this  afternoon.  I  would  like  to  comment  on  EPA's  role  in 
export  assistance  and  export  promotion.  You  have  our  testimony 
for  more  detail,  but  let  me  just  highlight  a  few  areas  in  which  EPA 
is  contributing  to  advancing  these  two  goals. 

EPA  is,  worldwide,  recognized  as  a  leader  in  research  and  devel- 
opment of  new  environmental  technologies,  and  such  programs 
stimulate  the  development  of  innovative  technologies  that  enhance 
the  competitiveness  of  U.S.  suppliers.  But  in  addition,  EPA,  like 
our  colleagues  from  AID,  who  spoke  on  the  previous  panel,  are  en- 
gaged in  a  very  significant  effort  to  strengthen  and  build  environ- 
mental infrastructure. 
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This  is  particularly  true  in  Eastern  Europe,  the  former  Soviet 
Union,  the  developing  world,  and  in  Asia.  EPA  works  closely  with 
foreign  governments  in  setting  environmental  regulations  and 
standards,  in  developing  monitoring  and  enforcement  capabilities, 
and  in  applying  new  policies  like  pollution  prevention,  risk  man- 
agement, and  other  environmental  management  techniques.  All  of 
these  programs  help  create  the  demand  for  U.S.  environmental 
technologies,  goods  and  services  and,  therefore,  create  potential 
commercial  markets  for  U.S.  businesses. 

Now,  as  you  mentioned  earlier,  competitors — particularly  Japan 
and  Germany — are  very  aggressive  in  using  their  technology  assist- 
ance role  as  an  entry  to  the  very  large  and  growing  environmental 
markets.  Japan,  in  particular,  has  a  well-organized,  centrally 
planned  and  aggressive  program,  targeting  the  training  of  10,000 
people  in  the  next  decade  in  the  way  Japan  approaches  environ- 
mental technology.  But  our  experience  is  that  most  countries 
would  actually  prefer  to  deal  with  the  United  States,  and,  in  par- 
ticular, my  colleagues — excuse  this  bit  of  blowing  our  own  horn — 
but  in  particular  with  EPA;  and  they  look  to  EPA  for  advice  on 
technologies  that  could  be  useful,  and  for  advice  on  environmental 
management. 

EPA  is  thus  often  in  the  front  line  of  creating  environmental 
markets  through  this  technology  assistance  role. 

Any  strategy  to  promote  international  environmental  competi- 
tiveness, though,  must  recognize  the  role  of  small-  and  medium- 
sized  companies,  and,  to  that  end,  EPA  is  evaluating,  as  part  of 
President  Clinton's  environmental  technology  initiative,  ways  to 
assist  small  businesses  with  regulatory  compliance  and/or  gaining 
entry  into  the  international  environmental  market,  largely 
through  information  and  technical  assistance. 

Let  me  give  you  one  example.  In  the  United  States-Mexico 
border  area,  EPA's  staff  are  providing  technical  assistance  and  in- 
formational support,  in  cooperation  with  Commerce  and  other 
agencies,  to  dozens  of  U.S.  environmental  service  companies,  in- 
cluding small  and  disadvantaged  companies,  seeking  to  tap  into 
Mexico's  $600-million  environmental  market.  In  addition,  EPA's 
Office  of  Small  and  Disadvantaged  Business  Utilization,  SDBU,  re- 
ceives dozens  of  inquiries  each  week  asking  for  assistance  in  mar- 
keting environmentally  related  technologies  and  services.  Again, 
through  our  program  offices,  through  the  Commerce  Department, 
and  Small  Business  Administration,  we  do  what  we  can  to  assist 
these  inquiries. 

EPA  is  also  committed  to  helping  to  move  innovative  U.S.  envi- 
ronmental technologies  out  of  the  laboratory  and  into  the  market- 
place. To  further  this  goal,  the  Agency  is  working  hard  to  reduce 
regulatory  and  other  barriers  to  technology  innovation,  commer- 
cialization, and  export. 

EPA  is  happy  to  be  a  member  of  the  TPCC,  and  we  recognize 
Secretary  of  Commerce  Ron  Brown's  revitalization  of  this  impor- 
tant committee.  In  fact,  only  a  number  of  months  ago.  Secretary 
Brown  and  my  administrator,  Carol  Browner,  both  made  trips  to 
Mexico  as  part  of  our  discussions  on  NAFTA.  Both  came  back  re- 
marking about  the  growing  market  for  environmental  technology 
that  exists  in  Mexico,  and  how  important  it  was  to  coordinate  the 
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activities  of  environmental  agencies  like  EPA,  and  commercial  and 
small  business  and  other  agencies. 

We  are  particularly  pleased  that  in  response  to  the  President's 
Earth  Day  speech  on  April  21,  he  has  directed  EPA,  the  Commerce 
Department,  and  the  Energy  Department  to  create  a  strategic  plan 
to  give  our  companies  the  trade  development,  promotional  efforts, 
and  technical  assistance  they  need  to  turn  these  advances  into  jobs 
here  in  America. 

As  an  aside,  I  might  say  from  my  observation  of  what  is  going  on 
in  Japan  and  elsewhere  that  whatever  strategy  emerges  from  this 
TPCC  discussion  of  which  we  are  a  part,  I  will  predict  that  it  will 
have  at  least  three  components.  One  is  access  to  markets  through 
technical  assistance  and  other  means;  second,  financing,  particular- 
ly to  compete  with,  as  you  point  out,  Japanese  under-financing  or 
better  financing;  and  third,  market  availability.  Clearly,  whatever 
our  strategy  is,  it  will  have  to  be  characterized  by  a  long-term 
effort  or  an  effort  toward  a  longer  term  commitment  to  working 
with  countries,  as  has  been  characteristic  of  the  Japanese  for 
many,  many  years. 

On  the  demand  side,  Mr.  Chairman,  EPA  and  AID,  under  pro- 
grams like  the  United  States-Asia  Environmental  Partnership,  our 
support  for  Eastern  Europe,  and  other  programs,  engage  in  a  com- 
prehensive effort  to  strengthen  and  build  environmental  institu- 
tions and  capacities  throughout  the  world.  As  I  pointed  out,  this 
approach  serves  very  well  to  enhance  the  need  for  environmental 
technology  and  opens  markets  for  U.S.  competitors. 

Let  me  conclude  by  also  citing  another  example  in  Mexico. 
Mexico  is  growing  to  be  one  of  our  largest  trading  partners  in  envi- 
ronmental technology.  EPA's  cooperative  program  with  Mexico  is  a 
good  example  of  how  our  whole  program  works  in  total.  In  1991, 
the  Governor  of  Mexico  allocated  4.6  billion  to  expenditures,  loans, 
and  credits  to  address  environmental  concerns.  I  can  assure  you 
the  Japanese,  the  Germans,  and  many  others  are  in  Mexico  seek- 
ing to  help  them.  This  represents  a  remarkable  opportunity  for 
U.S.  suppliers  who  already  provide  45  percent  of  Mexico's  environ- 
mental technology. 

EPA  has  been  working  closely  with  the  Government  of  Mexico  in 
solving  a  wide  range  of  environmental  problems,  both  along  the 
border  and  within  Mexico  City.  Our  integrated  environmental 
border  plan  in  its  first  stage  has  helped  lay  the  groundwork  for 
sustainable  environmental  relationships  between  the  two  countries, 
and  the  broader  North  American  Free  Trade  Agreement  will  cer- 
tainly enhance  this  relationship. 

Mexico  City  is  where  EPA  has  placed  our  first  environmental  at- 
tache, and  we  hope  to  place  other  EPA  staff  and  key  missions  and 
embassies  around  the  world.  We  have  also  instituted  a  personal  ex- 
change program  at  the  technical  level  with  Mexico  in  which  EPA 
technical  staff  are  helping  Mexicans  implement  their  programs, 
and  where  we  can  showcase  the  kinds  of  environmental  solutions 
that  we  would  like  to  promote. 

Mr.  Chairman,  in  terms  of  the  broad  program  of  technical  assist- 
ance and  export  competitiveness,  EPA,  for  the  first  time,  I  think,  is 
recognized  as  bringing  to  the  table  an  important  component.  Along 
with  Commerce,  the  business  community,  the  technical  assistance 
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agencies,  and  others  collectively,  we  can  offer  a  remarkable  strate- 
gy to  address  environmental  technology  exports. 

Through  the  TPCC,  we  hope  to  make  our  contribution,  and 
through  them,  to  advance  what  I  think  is  an  opportunity  for  U.S. 
environmental  industries  to  achieve  a  larger  share  of  the  growing 
environmental  market. 

Thank  you. 

[Mr.  Hecht's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarp alius.  Thank  you,  Mr.  Hecht. 

Ms.  Wheatley. 

TESTIMONY  OF  CECILIA  D.  WHEATLEY,  INTERNATIONAL 
ECONOMIST,  U.S.  BUREAU  OF  MINES,  DEPARTMENT  OF  INTERIOR 

Ms.  Wheatley.  Mr.  Chairman  and  Mr.  Poshard,  I  would  like  to 
submit  the  Department  of  Interior's  written  statement  for  the 
record  and  simply  highlight  parts  of  that  statement  now. 

I  work  as  an  economist  with  the  U.S.  Bureau  of  Mines.  The 
Bureau  of  Mines  provides  assistance  to  the  Department  of  the  Inte- 
rior in  support  of  Interior's  role  as  a  member  of  the  Trade  Promo- 
tion Coordinating  Committee,  or  TPCC.  As  requested  in  your  July 
8,  1993,  letter  to  Secretary  Babbitt,  the  Department  is  pleased  to 
provide  information  in  response  to  your  specific  questions. 

Participation  by  the  Department  of  the  Interior  in  the  TPCC 
process  is  in  its  formative  stage.  We  defer  to  the  Department  of 
Commerce  and  others  on  matters  of  trade  development  and  export 
promotion,  but  the  diverse  natural  resource  inventory  and  manage- 
ment skills  present  within  the  Department  of  the  Interior  can  help 
provide  new  or  improved  opportunities  to  stimulate  foreign  appre- 
ciation of  the  natural  bounty  and  beauty  of  public  lands  in  the 
United  States.  For  example,  our  national  park  system,  our  Native 
American  industries,  our  preservation  of  diverse  cultural  heritages, 
and  our  pursuit  to  save  and  restore  fragile  ecosystems  can  attract 
both  foreign  travel  and  tourism. 

In  April  of  this  year,  the  Department  of  the  Interior  was  asked 
to  send  representatives  to  meetings  of  the  three  working  groups  es- 
tablished by  the  TPCC.  The  Bureau  of  Mines  was  designated  to  rep- 
resent the  Department  of  the  Interior  at  the  TPCC  working  groups 
which  began  to  meet  on  April  26. 

The  Department  of  Interior  participated  in  only  one  of  the  three 
working  groups,  the  information,  marketing,  counseling,  and  advo- 
cacy group.  The  Department  of  Interior  does  not  administer  any  of 
its  own  export  assistance  or  trade  development  programs.  Our 
functions  are  concerned  principally  with  the  sound  and  scientific 
management,  conservation,  and  development  of  natural  resources. 

The  Department  of  the  Interior  can  use  its  natural  resource 
management  capabilities,  including  those  for  the  environmentally 
sound  management  and  analysis  of  minerals  and  materials  mar- 
kets, to  assist  in  the  export  promotion  and  trade  development  ac- 
tivities of  other  government  agencies.  The  Department  can  help 
agencies  like  the  Department  of  Commerce  identify  foreign  mar- 
kets where  mineral  and  material  exports  are  likely  to  be  success- 
fully marketed  for  export. 


52 

n  addition,  the  Interior  Department  participates  in  approximate- 
ly 150  international  agreements,  35  of  which  are  considered  techni- 
cal assistance  agreements.  All  of  these  agreements  can  be  vehicles 
for  promoting  American  technology  and  the  use  of  American  equip- 
ment and  services.  The  Department  of  the  Interior  stands  ready  to 
work  with  Federal  and  private  promotion  organizations. 

Thank  you  for  expressing  an  interest  in  the  programs  of  the  De- 
partment of  the  Interior. 

[Ms.  Wheatley's  statement  may  be  found  in  the  appendix.] 

Chairman  Sarpauus.  Thank  you,  Ms.  Wheatley. 

I  want  to  ask  a  few  questions  to  you. 

Mr.  Reed,  your  title  is  special  counsel  for  Financial  and  Invest- 
ment Policy? 

Mr.  Reed.  That  is  correct. 

Chairman  Sarpauus.  Tell  me  what  kind  of  financial  advice  do 
you  give  to  businesses  or  anybody  who  contacts  you  and  wants  to 
get  involved  in  exports? 

Mr.  Reed.  Well,  I  don't,  per  se,  give  advice  to  businesses  that  con- 
tact me,  but  what  I  have  tried  to  do  since  I  held  my  present  posi- 
tion is  to  make  myself  available  to  answer  questions  and  to  provide 
introductions  to  other  agencies  of  Government  when  I  am  contact- 
ed about  exporting  policies  and  exporting  programs.  Just  recently, 
in  the  Midwest,  there  was  an  agriculture  commodity  brokerage 
that  contacted  me  through  some  individuals  I  had  known  prior  to 
coming  in  to  Government,  and  wanting  to  know  what  programs 
were  available.  I  think  this  may  illustrate  one  of  the  reasons  that 
the  TPCC  will  be  effective. 

After  explaining  to  them  what  was  available  and  arranging  some 
of  the  introductions,  I  was  called  over  the  weekend  and  thanked  for 
having  introduced  them  to  the  Agriculture  Department  to  make 
some  inquiries  of  the  Export-Import  Bank.  They  had  been  to  Wash- 
ington on  several  occasions  during  1992,  and  found  it  very  difficult 
to  get  information,  found  it  very  time-consuming  trying  to  meet  the 
appropriate  persons,  and  tr3dng  to  get  information  that  would 
assist  them  in  getting  information  about  exporting  and  what  pro- 
grams the  Federal  Government  had  in  supporting  their  efforts. 

I  believe  the  TPCC  process  would  streamline  that  and  make  that 
type  of  information  and  the  agencies  much  more  available  to  small 
business  in  that  regard. 

Chairman  Sarpalius.  Well,  I  mean,  you  are  aware  that  they 
would  also  be  looking  at  streamlining  the  work  that  we  do,  and 
possibly  eliminating  the  involvement  that  some  agencies  have  in 
exports;  are  you  aware  of  that? 

Mr.  Reed.  Yes;  I  am,  and  I  think  that  would  probably  increase 
the  efficiency  and  the  effectiveness  and  their  role. 

Chairman  Sarpalius.  Have  you  seen  much  duplication  within 
your  agency? 

Mr.  Reed.  We  are  very  small,  Mr.  Chairman. 

Chairman  Sarpauus.  I  understand. 

Mr.  Reed.  So,  we  are  without  duplication. 

Chairman  Sarpauus.  Mr.  Schneider,  did  I  pronounce  that  right? 

Mr.  Schneider.  That  is  correct,  yes. 

Chairman  Sarpauus.  How  do  you  inform  a  business  of  a  market? 
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Mr.  Schneider.  The  agency  doesn't  directly  inform  an  American 
business  in  a  formal  manner  back  here  of  a  market,  but  informally 
in  our  posts  around  the  world,  we  have  a  lot  of  contacts  with  the 
business  representatives  and  people  who  are  on  the  ground,  and  if 
our  people  see  a  market,  they  are  likely  to  tell  that  person,  here  is 
something  we  think  is  a  real  winner  for  you. 

The  areas  that  we  are  most  expert  in  this  are  communications, 
information,  and  publishing  education.  We  naturally  will  gravitate 
and  talk  with  the  business  communities  that  are  working  in  those 
areas. 

I  might  add  that  education  is  a  market  and  a  business  that  at- 
tracts some  $7  to  $10  billion  a  year  from  the  400,000  or  more  for- 
eign students  who  are  here.  We  go  out  of  our  way  to  advertise  the 
American  educational  experience  and  the  advantages  of  that  to  for- 
eign communities,  and,  in  so  doing,  I  think  we  do  enhance  that 
business  sector  quite  significantly. 

Chairman  Sarpauus.  In  your  testimony,  you  talked  about  these 
traveling  information  centers. 

Mr.  Schneider.  Yes. 

Chairman  Sarp alius.  How  many  of  these  do  you  have? 

Mr.  Schneider.  This  is  a  new  start,  Mr.  Chairman.  We  are  work- 
ing on  two  right  now  with  EPA  and  with  AID,  within  the  Asian 
American  Environmental  Partnership.  We  hope  to  get  more  as  we 
get  more  agencies  involved  and  more  of  the  private  sector  involved. 
We  have  talked  to  the  information  industry  for  one,  and  really 
would  like  to  develop  these  in  sophisticated  ways. 

Over  the  years,  we  have  done  a  lot  of  book  exhibits  with  the 
American  publishing  industry,  and  they  have  contributed  to  the  ex- 
pansion of  the  American  publishing  industry  overseas  quite  signifi- 
cantly. 

Chairman  Sarpalius.  Do  you  envision  it  kind  of  like  a  mobile 
trade  show  that  will  be  moving  around. 

Mr.  Schneider.  It  is  somewhat  like  that.  Trade  shows  are  usual- 
ly larger.  They  have  many,  many  people  at  the  site,  usually  a  con- 
vention site. 

The  two  may  be  a  little  more  educational  in  nature  than  your 
average  trade  show,  in  the  sense  that  you  are  also  bringing  ex- 
perts— in  this  case,  in  the  environmental  field, — lectures,  and  lead- 
ing seminars  about  approaches  to  common  environmental  prob- 
lems. This  can  be  geared  to  the  mutual  interests  of  the  host  coun- 
try— forestry  management,  waste  management,  or  hazardous  sub- 
stances— that  relate  also  to  potential  markets  and  what  the  Ameri- 
can business  community  has  to  offer. 

Chairman  Sarpauus.  Is  its  purpose  more  educational  or  is  its 
purpose  more  to  try  to  look  for  markets? 

Mr.  Schneider.  I  think  we  will  have  a  better  experience  once  we 
get  through  a  couple  of  them.  My  guess  is  that  there  is  no  conflict 
in  the  two,  and  that  there  will  be  a  lot  of  education,  and  there  will 
be  a  lot  of  marketing  done  as  a  result. 

Chairman  Sarpalius.  If  I  had  a  small  business,  and  I  called  you 
and  I  wanted  to  find  a  way  of  developing  this  business  overseas, 
what  would  you  do  with  me? 


54 

Mr.  Schneider.  I  think  we  would  do  several  things.  First,  we 
would  bring  in  the  experts  of  SBA,  Commerce,  TDA,  and  other 
agencies  that  have  a  direct  responsibility. 

Second,  we  would  probably  share  some  of  the  information  we 
have  about  the  culture,  the  mores,  the  social  system,  and  the  com- 
munications of  the  information  sector  of  that  other  country,  be- 
cause half  of  the  battle  is  knowing  how  to  work  through  a  culture 
that  may  be  very  different  from  your  own.  In  that  regard,  we  have 
people  on  the  ground  with  the  kind  of  expertise  that  is  invaluable. 

If  they  were  interested  in  pursuing  it  some  more,  insofar  as  we 
have  the  capacity,  we  could  probably  advise  them  on  the  kind  of 
publicity  and  public  affairs,  public  relations  work  that  they  need  to 
do  to  develop  markets. 

Chairman  Sarpalius.  Mr.  Levine,  I  can  see  tremendous  opportu- 
nity in  transportation  relating  to  trade,  especially  when  you  look 
at  Russia.  Have  you  been  to  Russia? 

Mr.  Levine.  Yes;  I  have. 

Chairman  Sarpalius.  Well,  you  probably  know  what  I  am  talk- 
ing about  when  you  get  outside  of  Moscow  or  some  of  the  other 
cities  there.  There  is  a  tremendous  opportunity  there. 

In  your  opinion,  what  can  we  do,  transportation  businesses  or 
road  construction  companies  over  here,  how  can  we  get  into  some 
of  those  markets? 

Mr.  Levine.  We  have  been  working  with  the  World  Bank  and 
with  the  Agency  for  International  Development  to  explore  possibili- 
ties in  Russia  and  the  other  republics  of  the  former  Soviet  Union. 
There  have  been  a  number  of  studies  already  done  cataloging  the 
deficiencies  that  are  there,  the  problems  that  arise.  Those  certainly 
can  and  should  be  made  available  to  the  U.S.  transport  community, 
both  as  you  indicate  in  the  area  of  construction  and  engineering, 
where  a  tremendous  amount  of  work  needs  to  be  done,  both  to 
maintain  the  current  system  and  to  upgrade  it.  Also,  in  the  area  of 
exporting  construction  equipment  to  be  used  in  that  area  and  po- 
tentially downstream  in  the  export  of  trucks,  aircraft,  and  vessels, 
it  is  a  tremendous  undertaking  that  lies  before  us. 

My  Department,  as  I  noted,  is  not  a  traditional  trade  promoting 
agency.  We  have  very  little  in  the  way  of  resources  to  conduct  that 
activity  ourselves.  We  have  been  relying  on  AID  and  other  agencies 
such  as  the  World  Bank  to  leverage  the  knowledge  we  have  to  get 
us  into  Russia  and  to  the  other  countries  of  the  former  Soviet 
Union,  so  that  we  can  see  firsthand  what  the  problems  are  and 
then  come  back  and  distribute  through  the  Commerce  Department, 
through  our  contacts  with  business  organizations,  such  as  the  road 
builders  and  construction  agencies,  and  to  the  aerospace  industry, 
those  opportunities  which  we  have  uncovered. 

Chairman  Sarpalius.  I  want  to  ask  you  a  real  tough  question. 
Why  do  you  think  your  agency  should  stand  on  its  own?  Do  you 
think  it  should  be  consolidated  with  the  Department  of  Commerce 
or  something  else? 

Tell  me  why  you  think  you  ought  to  stay  where  you  are. 

Mr.  Levine.  Well,  Mr.  Chairman,  I  am  going  to  duck  answering 
that  question,  if  I  may,  and  perhaps  provide  you  one  for  the  record. 

All  I  can  say  is  that  I  have  worked  in  this  agency  for  close  to  20 
years.  It  is  an  agency  that  has  over  100,000  employees  in  very  tech- 


55 

nical  positions,  ranging  from  air  traffic  controllers,  to  aviation 
safety  inspectors,  to  the  Coast  Guard,  to  grant  processors  in  the 
mass  transit  administration,  and  highway  engineers,  et  cetera. 

The  Department  was  created  in  1967,  out  of  a  need  to  focus  on 
transportation  as  a  key  area  of  economic  activity  in  this  country.  I 
don't  believe  that  requirement  has  changed  any  in  the  25-plus 
years  that  the  Department  has  been  in  existence.  In  fact,  if  any- 
thing, I  think  our  experience  has  shown  how  essential  transporta- 
tion is  to  the  economic  development  and  welfare  of  this  country. 

I  think  we  have  a  good  story  to  tell  and  a  very  important  role  to 
fill. 

Chairman  Sarpalius.  Keep  in  mind,  we  are  not  talking  about 
the  whole  agency,  we  are  talking  about  trade. 

Mr.  Levine.  The  trade  promotional  aspects? 

Chairman  Sarpalius.  Right. 

Mr.  Levine.  That  is  a  good  question  and  perhaps  not  a  very 
tough  one.  What  we  do  compared  to  what  the  Commerce  Depart- 
ment does  is  very,  very  modest.  We  try  to  provide  whatever  techni- 
cal advice  and  expertise  we  can  to  this  overall  interagency  process. 
We  do  not  conduct  trade  missions.  We  do  not  have  worldwide  staff 
that  tries  to  uncover  market  opportunities. 

What  we  engage  in  is  very  much  a  collateral  activity  of  our  pri- 
mary function,  which  is  safety,  security,  and  the  operation  of  an  ef- 
ficient transport  system.  As  we  become  aware  of  international  op- 
portunities through  that  process,  we  seek  to  feed  those  back  into 
the  standing  procedures  and  mechanisms  that  this  administration 
has  for  managing  overall  trade  promotion  activities. 

As  I  noted,  I  don't  believe  in  our  entire  Department  that  you 
would  find  an  individual  whose  full-time  activity  it  is  to  promote 
international  trade.  We  all  do  it.  Many  of  us  do  it  as  a  secondary 
yet  very  important  aspect  of  our  other  activities. 

Chairman  Sarpauus.  Mr.  Hecht,  this  country  has  done  a  lot  in 
the  past  several  years  to  focus  on  a  cleaner  environment,  the  Clean 
Air  Act.  I  can  think  of  many  other  pieces  of  legislation  we  have 
dealt  with.  By  doing  that,  we  have  forced,  I  guess,  businesses  to 
focus  on  technologies  that  could  be  more  efficient  on  having  a 
clean  environment.  As  we  see  other  countries  around  the  world 
trying  to  move  in  that  direction,  your  agency  has  a  golden  opportu- 
nity for  passing  on  those  opportunities  to  businesses  within  this 
country.  Tell  me  how  you  go  about  doing  that. 

Mr.  Hecht.  I  think  there  are  several  areas.  Let  me  just  take  the 
Clean  Air  Act  as  an  example. 

The  opportunities  created  for  business  by  the  Clean  Air  Act  has 
been  the  subject  of  a  number  of  seminars  and  workshops,  in  which 
the  business  community  has  been  invited  in  and  acquainted,  if  they 
are  not  already  acquainted  with  elements  of  the  Clean  Air  Act. 
These  meetings,  at  the  technical  level,  look  at  the  kind  of  demands 
that  the  Clean  Air  Act  is  placing  on  business  and  how  business  can 
promote  their  further  technology  development  in  those  areas. 

In  general,  EPA  has  for  a  number  of  years  tried  to  provide  objec- 
tive information.  I  will  give  you  a  second  example:  In  our  Super- 
fund  Program,  where  a  lot  of  the  environmental  technology  for 
cleanup  is  developed,  we  often  test  those  technologies  under  a  vari- 
ety of  conditions  and  have  a  particular  program  in  which  we  "certi- 
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fy,"  in  a  very  broad  way,  in  which  we  describe  how  effective  they 
were  under  certain  conditions.  That  information  becomes  widely 
available. 

We  have  catalogs  and  data  banks  that  will  describe  how  a  tech- 
nology, let's  say,  in  remediation,  can  work  under  certain  condi- 
tions. Again,  through  technical  seminars  and  through  cooperation 
with  other  agencies  in  workshops  or  trade  missions,  such  as  in 
Eastern  Europe  and  elsewhere,  we  showcase  this  kind  of  technolo- 
gy- 

In  a  more  general  way,  we  have  done  a  great  deal  to  try  to  get 
out  information  through  clearinghouses,  through  manuals,  through 
a  variety  of  publications  and  others,  describing  the  kinds  of  tech- 
nology that  are  available.  We  are  doing  a  lot  of  that  now  in  differ- 
ent languages  for  the  Caribbean-Latin  America  market  and  cer- 
tainly in  Eastern  Europe. 

As  part  of  our  Russian  Program,  we  will  showcase  the  kinds  of 
technologies  that  we  think  will  have  an  opportunity  to  address 
problems  in  the  Soviet  Union. 

Chairman  Sarpalius.  Let  me  share  with  you  an  example  of  one 
of  my  constituent's  frustrations  that  some  small  businesses  go 
through.  This  is  a  small  company  in  my  district.  I  have  more 
cotton  producers  in  my  congressional  district  than  any  Member  in 
Congress. 

Some  cotton  farmers  got  together  and  they  hired  some  research 
people,  some  engineers,  and  individuals,  and  they  developed  a 
cotton  insulation  that  you  can  put  in  homes  that  would  replace  fi- 
berglass. It  is  excellent.  It  is  degradable.  It  can't  burn.  It  is  very, 
very,  very  efficient. 

Along  the  same  line  from  an  environmental  standpoint,  they  de- 
veloped pads  where  you  could  take  a  bowl  of  water  and  pour  oil  in 
it,  place  this  pad  on  that  water  and  the  oil  automatically  goes  to 
the  cotton  pads.  It  absorbs  the  oil. 

They  are  frustrated.  They  say,  man,  we  got  this  great  opportuni- 
ty for  a  cotton  farmer.  It  is  a  whole  new  market  from  an  environ- 
ment standpoint,  but  we  don't  know  where  to  go  to  be  able  to  give 
this  opportunity  to  either  overseas  or  somewhere  else  throughout 
the  country. 

Now,  what  would  a  company  like  that  do? 

Mr.  Hecht.  This  is  actually  a  very  good  example  of  the  kind  of 
issue  that  comes  up  repeatedly  in  different  forms  to  us,  to  Com- 
merce, and  to  others.  You  could  also  say,  to  characterize  this  par- 
ticular example,  there  is  no  track  record.  There  is  no  way  in  which 
they  have  marketed  or  tested  this  product  under  certain  condi- 
tions, so  what  can  we  do? 

Well,  I  think  part  of  that  is  addressed  in  trying  to  work  with 
companies  like  this  to  provide  them  the  opportunity  to  test  this 
product  and  these  processes  in  controlled  conditions.  Part  of  our 
program,  that  we  have  been  working  with  under  the  President's 
Environmental  Initiative,  calls  just  for  this,  in  which  we  use  our 
own  EPA  laboratories — and  this  is  true  in  Energy  and  elsewhere  as 
well — or  we  use  particular  conditions  in  which  with  EPA  scientists, 
and  so  on,  can  provide  again  a  testing,  a  certification  in  the  very 
broad  sense,  not  the  legal  sense,  that  this  product  has  met  the  fol- 
lowing standards,  it  meets  EPA  standards  X,  Y,  and  Z,  and  so  on. 
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and  that  provides  an  additional  tool  to  these  companies,  small  and 
large,  that  are  trying  to  market. 

It  is  the  Commerce  Department  that  really  needs  to  help  them 
on  marketing.  But  what  EPA  can  do  is  help  on  evaluating  the  tech- 
nolo^,  giving  an  opportunity  to  be  tested  under  certain  conditions, 
pointing  them  in  areas  where  that  particular  technology  would 
ideally  fit  in,  let's  say,  our  Eastern  European  Program,  and  per- 
haps providing  a  way  in  which  they  can  be  aware  of  the  kinds  of 
opportunities.  But  I  think  where  we  could  be  most  effective  is  on 
the  technical  level  of  trying  to  help  those  companies  gain  a  little 
bit  more  expertise  with  that  product  and  being  able  to  use  that  as 
a  way  of  enhancing  their  further  development  of  it. 

Chairman  Sarpalius.  You  talked  about  NAFTA,  and  this  is  a 
little  bit  off  the  subject  area  of  what  this  committee  is  on,  but  as 
we  talk  about  NAFTA,  there  is  the  concern  of  whether  Mexico  will 
meet  the  same  environmental  standards  as  our  companies  over 
here.  I  do  see  an  opportunity  there  for  American  companies  that 
deal  in  environmental  equipment,  or  whatever,  of  markets  that 
they  can  find  in  Mexico. 

What  assurances  do  we  have  that  these  opportunities  won't  go  to 
Germany  or  to  Japan  or  some  of  the  other  countries  that  are  also 
aggressively  trying  to  capture  those  opportunities? 

Mr.  Hecht.  Well,  let  me  answer  in  two  points:  One,  I  do  want  to 
make  a  comment  about  NAFTA.  I  have  been  involved  in  the  nego- 
tiation of  the  supplemental  agreement  for  EPA,  and  we  spent  all  of 
last  week  in  Ottawa.  As  you  probably  are  aware,  there  will  be  a 
ministerial  meeting  this  Thursday  and  Friday,  and  I  think  Mexico 
is  going  a  long  way  to  trying  to  address  the  environmental  prob- 
lems. 

What  we  hope  to  do  in  the  negotiations  of  this  side  agreement  is 
to  provide  a  framework  that  will  allow  this  progressive  movement 
in  Mexico  in  the  last  several  years  to  be  more  formalized.  I  hope 
when  you  see  that,  you  will  review  that  with,  I  think,  the  historic 
background  which  goes  with  it,  because  Mexico  really  has  done  a 
lot  in  the  last  number  of  years  to  address  their  issues. 

More  to  the  point  of  the  competitiveness,  Mexico  would  like  to 
work  with  the  United  States  and  the  Free  Trade  Agreement  will 
enhance  that.  But  I  can  assure  you  there  are  Germans  and  Japa- 
nese by  the  hundreds  in  Mexico  City  right  now  working  to  market 
their  technologies. 

We  tried  to  create  a  small  clearinghouse  in  Mexico  City  with  lim- 
ited resources  and  were  simply  outgunned  by  the  kind  of  power 
that  the  Japanese  brought  in.  So,  there  is  a  competitiveness. 

Chairman  Sarpalius.  What  kind  of  power. 

Mr.  Hecht.  Well,  staff,  people,  money  to  do  it  better,  and  I  think 
that  is  an  issue  that  we  want  to  address.  The  Japanese  have  won 
many  bids  for  work  in  Mexico  by  better  financing,  and  I  think  this 
is  a  concern  that  we  will  treat  in  TPCC  in  terms  of  how  we  com- 
pete with  financing. 

The  Japanese  also  make  long-term  commitments.  They  sell  a 
product,  and  they  remain  there  to  supervise  it  and  sometimes  bring 
staff  in  for  many,  many  years  to  ensure  that  it  is  used  properly. 

These  are  challenges,  and  I  think  we  can  overcome  them.  Be- 
cause of  the  kinds  of  environmental  expertise  that  Mexico  really 


58 

wants,  it  is  something  the  United  States  has  and  the  Japanese 
don't  have,  the  service  and  the  environmental  experience  that  we 
have  had  over  20  years,  and  I  think  that  makes  us  competitive  in 
certain  areas.  But  it  is  not  to  sweep  off  the  table  a  very  serious 
competitive  issue  with  Japan,  Britain,  or  Denmark,  or  anyone  else 
who  has  amassed  a  strategy  and  an  interagency  structure  and  has 
a  lot  of  help  to  do  it,  and  that  is  why  this  TPCC  process,  what  we 
are  doing,  becomes  even  that  much  more  important. 

I  think  NAFTA  will  help  us  because  it  will  create  a  better  trade 
environment  to  conduct  business,  but  it  won't  eliminate  Japan  £is  a 
key  competitor,  important  in  Mexico  or  anywhere  else. 

Chairman  Sarpalius.  Have  you  seen  Japan  or  Germany  use  the 
influence  of  their  tied-aid  assistance  to  Mexico? 

Mr.  Hecht.  I  think  what  I  have  seen  is  that  Germans  would  be 
happy  to  assign  their  staff  to  particular  Mexican  agencies  and  help 
write  regulations,  standards,  and  procurements  which  would  favor 
German  technology.  I  think  that  is  something  that  they  have  ex- 
amples of  doing.  We  don't  do  that  in  our  technical  systems.  We  are 
prevented  from  doing  that.  But  we  do  want  to  be  able  to  be  there  to 
be  in  a  position  to  provide  technical  advice  and  point  them  in  tech- 
nology. Whether  that  is  a  product  of  the  tied  aid,  I  am  not  quite 
certain. 

Chairman  Sarpalius.  Ms.  Wheatley,  you  talked  about  where 
your  Department  participated  in  135  agreements;  is  that  correct? 

Ms.  Wheatley.  No;  I  said  150  international  agreements,  35  of 
which  are  considered  technical  agreements. 

Chairman  Sarpalius.  Could  you  elaborate  just  a  little  bit  more 
on  that? 

Ms.  Wheatley.  Yes;  let  me  think. 

Chairman  Sarpalius.  What  are  we  talking  about  on  agreement? 
Give  me  an  example. 

Ms.  Wheatley.  OK.  Currently,  when  they  say  technical  assist- 
ance, that  is  usually  a  government-to-government  kind  of  arrange- 
ment, where  we  provide  information  in  exchange  for  similar  infor- 
mation from  the  participating  country.  I  have  a  list  of  all  of  the 
agreements  right  here,  and  I  can  give  you  an  example. 

Right  now,  the  Bureau  of  Reclamation  has  an  agreement  with 
Brazil,  and  what  they  are  doing  is  providing  technical  assistance  to 
the  Brazilians  to  help  them  develop  irrigation.  I  don't  have  the 
agreement  with  me  in  terms  of  the  exact  terms  of  the  agreement, 
but  this  is  just  an  example  of  the  kind  of  information  that  we  ex- 
change. 

Chairman  Sarpalius.  Let  me  take  that  a  step  further.  You  have 
an  agreement  with  Brazil  on  irrigation.  Do  you  then  try  to  contact 
companies  here  that  will  help  supply  irrigation  equipment  to 
Brazil,  or  how  does  that  agreement  benefit  businesses  here? 

Ms.  Wheatley.  Not  having  the  agreement  in  front  of  me,  I  can't 
say  whether  or  not  we  will  be  contacting  companies  to  provide 
equipment  to  Brazil  for  their  irrigation.  What  we  are  saying  is  that 
this  sort  of  promotion  of  U.S.  equipment  for  export  and  U.S.  serv- 
ices can  be  provided  as  part  of  the  technical  assistance  that  we  pro- 
vide. As  I  say,  I  don't  have  any  copies  of  the  agreements  with  me. 
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Chairman  Sarpauus.  But  is  that  a  normal  procedure  in  your 
agreements?  Do  you  try  to  design  them  to  where  our  companies 
will  benefit  from  them? 

Ms.  Wheatley.  I  would  like  to  get  that  information  to  you  in 
writing  as  to  the  nature  of  the  kind  of  assistance  we  provide. 

Chairman  Sarpalius.  Could  you  please.  I  would  like  to  know 
that. 

[The  information  may  be  found  in  the  appendix.] 

Chairman  Sarpauus.  Also,  go  back  to  the  example  of  the  irriga- 
tion, if,  indeed,  it  was  an  opportunity  for  an  irrigation,  for  the  U.S. 
irrigation  equipment  being  used  there;  how  do  you  decide  who  gets 
that  contract? 

Ms.  Wheatley.  That  is  something  else  I  would  have  to  find  out 
and  get  back  to  you  about,  because  that  is  a  very  good  question, 
whose  equipment  do  you  promote. 

Chairman  Sarpalius.  Thank  you. 

[The  information  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  Mr.  Poshard,  do  you  have  any  questions? 

Mr.  Poshard.  Just  a  couple  of  questions,  Mr.  Chairman. 

Dr.  Hecht,  I  guess  the  exportation  of  coal  in  this  country  is  now 
looked  upon  as  the  savior  for  our  industry,  in  some  respects,  with 
the  new  Clean  Air  Act  restrictions  that  have  been  imposed,  espe- 
cially upon  the  high-sulfur  coal  communities  in  this  country.  Did 
the  recent  agreements  that  were  concluded  in  the  Environmental 
International  Conference  in  South  America  further  restrict  our  op- 
portunities for  exportation  abroad,  in  your  judgment? 

Are  we  talking  of  more  restrictive  uses  in  other  countries  of  the 
world  which,  at  one  time,  I  guess,  were  less  environmentally  sensi- 
tive than  we  were  with  respect  to  coal?  Do  you  know? 

Mr.  Hecht.  With  respect  to  coal? 

Mr.  Poshard.  Yes. 

Mr.  Hecht.  I  think,  although  I  am  not  sure,  if  we  are  talking 
about  the  agreements  in  Rio,  the  Earth  Summit,  the  only  binding 
agreements,  of  course,  were  climate — as  you  are  aware,  the  Federal 
Government  right  now  is  working  on  ways  in  which  to  develop  a 
program  that  could  achieve  the  President's  objective  of  returning 
the  emissions  of  greenhouse  gasses  to  1990  levels  by  the  year  2000. 
Clearly,  that  will  have  implications  for  coal  and  how  that  trans- 
lates into  burning  more  or  less  coal  or  less  sulfur.  I  think  we  will 
have  to  wait  and  see  how  the  plan  actually  evolves. 

On  the  general  case  of  the  agenda,  one  of  the  broad  areas  of  the 
agreement  I  think  promotes  a  sustainable  environment  in  general. 
I  don't  see — at  least  I  can't  think  quickly  enough  to  see  how  they 
might  relate  to  export  or  import  of  coal  and  coal  use. 

Mr.  Poshard.  In  general,  are  the  environmental  conditions 
abroad  less  or  more  restrictive  than  our  environmental  conditions 
here,  with  respect  to  ozone  depletion  and  all  of  those  things? 

Mr.  Hecht.  As  you  can  imagine,  the  answer  is  very  geographical- 
ly sensitive.  The  European  Community  and  many  of  the  European 
member  states  are  moving  aggressively  with  stronger  environmen- 
tal or  as  strong  environmental  legislation  from  an  emission  reduc- 
tion, packaging,  recycling,  and  the  whole  range  of  other  areas. 

Clearly,  for  the  majority  of  the  world,  Asia,  for  example,  they  are 
playing  catch  up.  They  spent  20  years  economically  developing 
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with  no  regard  for  the  environment.  Now  Taiwan,  Korea,  and 
others  are  going  to  have  to  spend  millions  of  dollars  to  preserve, 
protect,  and  restore  the  environment  that  is  a  direct  health  threat 
to  their  people. 

There  are  many  countries  like  Latin  American  that  have  not 
moved  to  stabilize  economic  conditions.  Mexico,  I  think,  is  a  leader 
and  an  exception.  The  answer  is  very  geographic  sensitive. 

It  is  clear  the  environmental  leaders,  even  though  the  United 
States  has  been  criticized  at  the  Rio  conference  last  year,  when  it 
comes  down  to  it,  we  are  really  in  the  forefront  in  terms  of  envi- 
ronmental policy,  environmental  management,  environmental  law, 
and  Germany,  Denmark,  and  many  other  countries  are  up  there. 
Japan  is  growing,  but  perhaps  not  quite  as  effectively  in  many 
areas  as  we  are.  So,  the  answer  is  the  geographic  and  subject  area 
depends  on  both  of  those  for  complete  answers. 

Mr.  PosHARD.  When  you  say  in  some  of  these  emerging  econo- 
mies they  are  playing  catch  up,  are  they  seriously  beginning  to  ad- 
dress these  sort  of  things? 

Would  you,  if  you  were  a  U.S.  industry  or  a  corporation  looking 
to  move  somewhere  where  less  restrictive  environmental  conditions 
may  be  an  inducement  for  higher  profits  for  your  company,  would 
you  do  that,  or  would  you  think  that  someplace  like  China,  for  in- 
stance, Taiwan,  and  those  other  countries  will  eventually  have  to 
come  into  their  own  with  respect  to  environmental  compliance  and 
you  would  be  making  a  mistake  to  move  there  on  that  basis? 

Mr.  Hecht.  Again,  I  won't  pass  a  value  judgment  here.  But  there 
are  places  where,  if  an  industry  wanted  a  lack  of  environmental 
enforcement,  they  could  certainly  move.  They  are  doing  it  all  the 
time. 

I  think  you  know  which  countries.  In  that  I  am  trained  as  an 
academic  and  civil  servant,  and  not  a  businessman.  I  am  not  sure  I 
would  offer  judgment  here,  except  to  say  it  is  probably  a  mistake  in 
the  long  run.  But  except  for  those  two  countries,  there  is,  in  many 
of  the  places  of  the  world  which  are  now  beginning  to  move  toward 
higher  environmental  standards,  and  I  will  use  Asia  as  an  exam- 
ple, a  very  clear  sense  of  not  having  those  countries  becoming  pol- 
lution havens  because  of  damage  that  has  emerged  to  their  own 
people  and  resources.  That  is  why  Taiwan  and  South  Korea  are 
committing  billions  of  dollars  to  deal  with  transportation  and  pol- 
lution. Other  countries,  like  Thailand  and  others,  may  be  behind, 
but  it  isn't  going  to  be  long,  I  think,  before  they,  too,  have  to  begin 
to  address  some  of  these  issues. 

Again,  since  I  am  promoting  Mexico,  I  think  that  NAFTA  and 
Mexico  are  not  going  to  be  a  pollution  haven.  That  is  the  policy  of 
this  administration. 

I  hope  when  NAFTA  and  supplemental  agreements  are  before 
you,  you  will  see  that  they,  too,  provide  for  enough  protection  so 
that  they  will  not  be  a  pollution  haven. 

Mr.  PosHARD.  Ms.  Wheatley,  I  know  Commerce  is  the  export  pro- 
motion agency  even  for  Interior,  but  would  you  say  then,  with  re- 
spect to  the  high-sulfur  coal  industry,  that  our  future  is  pretty 
bleak  in  terms  of  exportation  abroad? 

Ms.  Wheatley.  Since  the  Clean  Air  Act  limits  and  pretty  much 
prohibits  the  use  of  high-sulfur  coal  here  domestically,  if  we  are  en- 
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couraging  other  countries  to  adopt  similar  standards  in  terms  of 
the  quality  of  their  air  and  water,  it  looks  pretty  bleak.  That  would 
be  my  personal  opinion. 

I  don't  know  how  we  can,  on  the  one  hand,  encourage  countries 
to  raise  their  standards,  their  environmental  standards  and  then, 
on  the  other  hand,  try  to  sell  something  abroad  that  we  would  not 
use  domestically. 

Mr.  PosHARD.  I  would  hope  that  all  of  us  in  conjunction  with 
pushing  for  those  same  kinds  of  standards — and  I  understand  that, 
believe  me — that  some  way  in  the  international  community,  we 
could  all  pull  together  to  work  for  the  development  of  clean  coal 
technologies. 

When  you  consider  the  fact  that  this  country  has  300  years  of 
coal  left,  that  could  take  care  of  our  total  energy  needs  in  this 
country,  for  300  years  with  coal  alone,  and  we  can't  use  it  because 
we  don't  invest  in  the  technology  to  clean  it  up  so  that  it  comes 
within  the  compliance  of  standards,  it  seems  to  me,  that  would  be 
an  international  goal  worthy  looking  into  by  the  international  com- 
munity for  all  of  us,  not  just  for  this  country. 

Thank  you,  Mr.  Chairman. 

Chairman  Sarpalius.  Thank  you,  Mr.  Poshard. 

I  would  also  like  to  insert  into  the  record  the  comments  of  those 
agencies  that  were  unable  to  attend  today. 

[The  statements  may  be  found  in  the  appendix.] 

Chairman  Sarpalius.  We  also  will  be  sending  each  one  of  you  a 
letter  with  some  additional  questions  we  would  like  to  get  answers 
to. 

I  want  to  thank  each  one  of  you  for  the  excellent  testimony,  the 
time  that  you  have  spent  to  come  here  today,  your  patience,  and 
superb  job  that  you  have  all  done  in  answering  the  questions. 

Thank  you  very  much.  The  meeting  is  be  adjourned. 

[Whereupon,  at  1:32  p.m.,  the  subcommittee  was  adjourned,  sub- 
ject to  the  call  of  the  Chair.] 
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STATEMENT  OF  CONGRESSMAN  JIM  RAMSTAD 

BEFORE  THE  HOUSE  SMALL  BUSINESS  SUBCOMMITTEE  ON  EXPORTS 

July  26,  1993 

/  It  FEDERAL  EXPORT  PROGRAMS 

Mr.  Chairman,  I  want  to  thank  you  for  calling  another  hearing  to  examine  current 
Federal  export  programs,  their  impact  on  small  businesses  and  the  need  for  a 
better  coordinated  trade  development  strategy. 

I  understand  we  have  several  witnesses  today,  so  I  will  keep  my  remarks  brief. 

In  our  increasingly  global  economy,  it  is  absolutely  essential  to  continue  the 
strong  growth  in  exports  we  have  enjoyed  in  recent  years. 

Exports  accounted  for  70  percent  of  the  growth  in  our  country's  GNP  over  the 
last  three  years.    In  1991,  exports  reached  a  record  $422  billion.    Without 
overseas  markets  for  U.S. -made  goods,  the  recent  recession  would  have  been 
even  more  devastating  to  our  economy  and  workers. 

In  recent  years,  trade-related  jobs  have  grown  three  times  faster  than  overall  job 
creation.    In  my  state,  there  are  some  95,000  jobs  directly  related  to  foreign 
trade.    Almost  2,000  Minnesota  businesses  export.    Clearly,  trade  is  vital  to  the 
health  of  the  U.S.  economy. 

And  of  course  we  all  know  the  value  of  small  businesses  to  our  economy.    Small 
businesses  account  for  some  85  percent  of  the  job  growth  in  our  economy,  and 
in  fact,  created  all  of  the  net  new  jobs  in  this  country  between  1 988  and  1 990, 
according  to  the  SBA. 

It  is  obvious  that  encouraging  and  enabling  the  job-creating,  small  business  sector 
of  our  economy  to  expand  its  ability  to  export  is  absolutely  crucial  to  ensuring  the 
long-term  competitiveness  and  economic  health  of  our  country. 

That's  why  it  is  so  important  to  hold  hearings  like  this  to  examine  the  federal 
government's  role  in  export  and  trade  promotion  and  to  determine  the 
effectiveness  and  duplication  of  current  programs. 

One  analysis  claims  there  are  some  100  different  programs,  in  over  10  different 
federal  agencies,  that  provide  export  assistance! 

Because  of  a  lack  of  clear  priorities  and  strategy,  it  appears  these  programs  are 
not  as  effective  as  they  could  be  -  particularly  in  relation  to  small  businesses. 

Mr.  Chairman,  we  certainly  need  to  thoroughly  investigate  these  programs  and 
consider  a  complete  overhaul  of  existing  programs  so  they  can  better  serve  the 
small  businesses  of  our  country. 

I  look  forward  to  hearing  from  our  witnesses  today  about  the  effectiveness  of 
their  programs  in  serving  the  export  needs  of  small  businesses  and  the  status  of 
the  Trade  Promotion  Coordinating  Committee  as  it  seeks  to  identify  duplication  of 
federal  programs. 
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EXPORT  PROMOTION  STRATEGIC  PLAN: 
WILL  IT  BE  A  VEHICLE  FOR  CHANGE? 

SUMMARY  OF  STATEMENT  BY  ALLAN  I.  MENDELOWITZ 

DIRECTOR,  INTERNATIONAL  TRADE,  FINANCE 

AND  COMPETITIVENESS 

GENERAL  GOVERNMENT  DIVISION 


Title  II  of  the  Export  Enhancement  Act  of  1992  instructs  the 
interagency  Trade  Promotion  Coordinating  Committee  (TPCC)  to  issue 
by  September  30,  1993,  and  annually  thereafter,  a  report  containing 
"a  governmentwide  strategic  plan  for  Federal  trade  promotion 
efforts"  and  describing  its  implementation.   This  requirement 
reflected  congressional  concern  that  federal  export  promotion 
programs  reflect  no  national  priorities  and  are  fragmented,  poorly 
designed,  and  inefficiently  implemented.   The  legislation  aims  to 
set  into  motion  a  process,  including  an  annual  reporting 
requirement,  through  which  the  administration,  working  with 
Congress,  can  strengthen  federal  export  promotion  efforts. 

The  strategic  plan--when  it  is  delivered  to  Congress--will  likely 
be  subject  to  close  scrutiny.   Any  assessment  of  the  strategic  plan 
should  be  based  on  explicit  criteria.   Among  these  criteria  are 
whether  the  plan  (1)  was  developed  with  high-level  Involvement,  (2) 
proposes  priorities  that  have  a  well-reasoned  and  strong  analytical 
grounding,  (3)  was  developed  in  a  collaborative  and  cooperative  way 
by  all  the  federal  agencies  that  are  involved  in  assisting 
exporters,  (4)  thoroughly  covers  federal  export  promotion  efforts 
and  issues,  and  (5)  serves  as  a  change  agent. 

The  TPCC  strategic  planning  process  will  not  end  when  the  first 
plan  is  completed  and  budget  priorities  are  established.   Annual 
revisions  to  the  plan  will  need  to  be  prepared,  and  TPCC's  mission 
to  rationalize  and  improve  federal  export  promotion  efforts  will 
continue. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  pleased  to  be  here  today  to  testify  before  this  Subcommittee 
on  the  Important  role  being  played  by  the  Interagency  Trade 
Promotion  Coordinating  Committee  (TPCC)  In  prioritizing  and 
rationalizing  federal  export  promotion  efforts.   My  remarks  are 
based  largely  on  GAO  reports  and  testimonies  concerning  federal 
export  promotion  programs  Issued  during  the  past  2  years. 

Specifically,  I  will  discuss  the  Issues  that  led  to  passage  of 
Title  II  of  the  Export  Enhancement  Act  of  1992,  which  established 
TPCC  In  statute  and  required  it  to  prepare  an  overall  strategic 
plan  for  federal  trade  promotion  efforts;  suggest  criteria  you 
may  wish  to  consider  when  assessing  the  strategic  plan;  and  share 
with  you  our  thoughts  on  ways  TPCC  may  seek  to  Improve  federal 
export  promotion  efforts  once  it  has  completed  the  first 
strategic  plan  and  sets  out  to  establish  an  agenda  for  further 
work. 

BACKGROUND!   THE  EXPORT  ENHANCEMENT  ACT  OF  1992 

Title  II  of  the  Export  Enhancement  Act  of  1992  instructs  TPCC  to 
issue  by  September  30,  1993,  and  annually  thereafter,  a  report 
containing  "a  governmentwlde  strategic  plan  for  Federal  trade 
promotion  efforts"  and  describing  its  implementation.  This  plan 
Is  not  Intended  as  an  end  in  Itself  but,  rather,  as  the  beginning 
of  a  process  through  which  federal  agencies  can  strengthen  the 
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design  and  Implementation  of  export  promotion  efforts  by  (1) 
establishing  governmentwlde  priorities  and  (2)  creating  a  unified 
federal  export  promotion  budget  that  reflects  those  priorities. 


Requirements  for  Strategic  Plan 
and  Other  Export-Related  Provisions 


The  legislation  establishes  requirements  for  developing  the 
strategic  plan  that  guide  TPCC  efforts  to  reshape  federal  export 
promotion  activities.   These  statutory  guidelines  instruct  TPCC 
first  to  establish  a  set  of  priorities  for  federal  export 
promotion  efforts,  and  to  develop  a  plan  to  both  bring  current 
export  activities  into  line  with  the  newly  developed  priorities 
and  improve  coordination  of  these  activities.   The  act  also 
requires  that  the  strategic  plan  propose  to  the  President  an 
annual  unified  federal  trade  promotion  budget,  propose  ways  to 
eliminate  areas  of  overlap  and  duplication,  and  develop 
cooperation  between  federal  and  state  export  promotion  efforts. 

Among  its  other  provisions,  the  legislation  also  designates  the 
Department  of  Commerce's  field  offices  as  "one-stop  shops." 
These  offices  should  have  the  capability  to  provide  exporters 
with  information  on  all  federal  export  promotion  and  finance 
activities  and  to  assist  exporters  in  identifying  and  contacting 
federal  export  programs  that  would  be  of  greatest  assistance. 
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Federal  Export  Promotion  System 
Is  Fragmented  and  Inefficient 


These  requirements  reflected  congressional  concern  that,  as  we 
reported,  federal  export  promotion  programs  reflect  no  national 
priorities,  and  are  fragmented,  poorly  designed,  and 
inefficiently  Implemented.   During  1991-92,  our  reviews  of 
federal  export  promotion  programs  reported  on  a  governmentwide 
effort  that  is  fragmented  among  10  agencies,  with  no 
governmentwide  strategy  or  explicit  set  of  priorities,  and 
lacking  the  organizational  ability  to  provide  the  needed 
services . 

The  lack  of  a  governmentwide  export  promotion  strategy  resulted 
in  what  appeared  to  be  funding  anomalies  for  different  agencies' 
programs.   For  example,  in  fiscal  year  1991,  although 
agricultural  products  represented  only  about  10  percept  of  U.S. 
exports,  the  U.S.  Department  of  Agriculture  (USDA)  received  about 
75  percent  of  the  federal  export  promotion  budget.   Indeed,  one 
USDA  program — the  Market  Promotion  Program — received  $200  million 
for  fiscal  year  1991,  which  was  more  than  was  spent  by  Commerce 
on  all  its  export  promotion  programs  and  more  than  twice  the 
amount  spent  by  Commerce's  U.S.  and  Foreign  Commercial  Service 
(US&FCS) . 

Moreover,  the  lack  of  a  governmentwide  strategy  has  led  to 
fragmentation  in  the  delivery  of  federal  export  promotion 
3 


68 


services.   In  order  to  deliver  export  promotion  assistance 
effectively,  an  agency  needs  sufficient  resources,  an  adequate 
field  structure,  and  staff  expertise.  However,  no  federal  agency 
Involved  In  export  promotion  assistance  has  all  of  these 
attributes.   The  U.S.  Export-Import  Bank  (Exlmbank)  has  available 
funding  and  expertise  In  export  financing  but  a  very  limited 
field  structure  to  deliver  Its  programs.  Commerce,  In  contrast, 
has  trained  staff  In  a  large  network  of  field  offices,  but  no 
direct  access  to  federal  export  financing  and  limited  resources 
to  support  export  promotion  efforts.   The  Small  Business 
Administration  (SBA)  has  available  both  export  financing  and  an 
extensive  field  structure,  but  inadequate  staff  expertise  to 
provide  much  assistance  in  export  financing.   Under  this 
fragmented  system,  companies  can  become  confused  about  what 
services  are  available  and  discouraged  when  faced  with  having  to 
contact  multiple  bureaucracies  to  get  the  assistance  they  need. 

In  response  to  these  types  of  problems.  Congress  approved  Title 
II  of  the  Export  Enhancement  Act  of  1992. 

POSSIBLE  CRITERIA  FOR  ASSESSING  THE  STRATEGIC  PLAN 

This  legislation  aims  to  set  into  aotlon  a  process,  including  an 
annual  reporting  requirement,  through  which  the  adBinistration« 
working  with  Congress,  can  strengthen  federal  export  promotion 
efforts.   If  well  developed  and  supported,  the  September  30, 
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1993,  strategic  plan  should  be  the  centerpiece  of  a  systematic 
approach  through  which  federal  agencies,  working  together, 
establish  priorities  for  export  promotion  efforts  In  the 
President's  budget  and  reshape  export  promotion  programs  to 
reflect  those  priorities. 

The  strategic  plan--when  It  is  delivered  to  Congress--llkely  will 
be  subject  to  close  scrutiny.   There  are  several  basic  criteria 
that  Congress  could  use  In  Its  scrutiny.   Among  these  criteria 
are  whether  the  plan  (1)  was  developed  with  high-level 
Involvement,  (2)  proposes  priorities  that  have  a  well-reasoned 
and  strong  analytical  grounding,  (3)  was  developed  in  a 
collaborative  and  cooperative  way  by  all  the  federal  agencies 
that  are  Involved  in  assisting  exporters,  (4)  thoroughly  covers 
federal  export  promotion  efforts  and  issues,  and  (5)  serves  as  a 
change  agent. 

Hlah-Level  Involvement  and  Support 

To  make  this  process  a  success,  TPCC  will  need  sustained  high- 
level  administration  Involvement  and  support.   The  active 
participation  of  the  leadership  of  Commerce,  USDA,  and  Eximbank 
(the  three  agencies  that  receive  the  bulk  of  federal  export 
promotion  funds),  and  of  the  Agency  for  International  Developnent 
and  SBA  (agencies  that,  in  addition  to  Connerce,  have  extensive 
field  operations)  is  essential. 
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High-level  involvement  should  contribute  to  a  situation  in  which 
any  agreement  rendered  by  TPCC  will  reflect  the  concurrence  and 
support  of  the  political  leadership  for  agencies  involved.   Only 
with  this  kind  of  leadership  is  it  reasonable  to  expect 
significant  improvement. 

Analytical  Grounding 

It  is  important  that  the  strategic  plan  utilize  a  well-reasoned 
analytical  methodology  for  setting  federal  export  promotion 
priorities.   We  believe  that  only  priorities  determined  using  a 
rigorous  methodology  can  provide  a  sound  basis  for  setting  budget 
priorities  to  ensure  the  highest  return  on  the  export  promotion 
dollar  for  the  U.S.  taxpayer.   Such  a  methodology  should  be  able 
to  address  such  matters  as 

identifying  the  best  candidates  for  export  promotion 
assistance — for  example,  U.S.  companies  in  high-wage 
Industries  that  produce  coiq>etltlve  products; 

determining  the  types  of  export  assistance  that 
companies  in  these  industries  need  and  cannot  obtain 
from  the  private  sector; 

ascertaining  which  of  the  unmet  needs  of  these 
companies  Is  appropriate  for  the  federal  government  to 
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provide,  and  which  would  yield  the  greatest  return  to 
taxpayers ; 

cooperating  with  state  and  local  governments  and 
private  sector  providers  of  export  promotion  services 
to  maximize  their  effectiveness  and  minimize  overlap 
with  federal  efforts;  and 

minimizing  market  failures,  foreign  barriers,  and 
federal  policies  that  prevent  competitive  U.S.  firms 
from  exporting. 

In  identifying  industries  to  receive  assistance,  the  federal 
government  is  not  "picking  winners  and  losers"  but,  rather, 
setting  priorities  in  order  to  ensure  the  best  use  of  limited 
export  promotion  funds . 

Cooperative  Development 

Creating  the  strategic  plan,  in  and  of  itself,  is  only  a  first 
step  towards  improving  federal  export  promotion  efforts.   Success 
also  will  require  that  federal  agencies  look  beyond  narrow 
concerns  of  protecting  "turf"  and  use  the  plan  as  an  analytical 
basis  to  cooperatively  reshape  federal  export  promotion  efforts. 
We  believe  that  a  cooperative  effort  to  develop  the  plan  could 
form  the  basis  for  more  cooperation  and  integration  in  program 
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delivery.  The  experience  gained  in  working  together  on  the  plan 
will,  we  hope,  increase  the  willingness  of  agencies  to 
collaborate  more  closely  in  implementing  the  plan  and  integrating 
programs.   By  "integration"  we  mean  a  process  whereby  federal 
agencies  seek  to  enhance  the  impact  and  cost-effectiveness  of 
export  promotion  efforts  by  more  efficiently  using  existing 
resources . 

Completeness 

The  strategic  plan  should  contain  evidence  that  the  drafters 
assessed  all  types  of  federal  export  promotion  efforts,  including 
counseling,  provision  of  market  information,  trade  events,  and 
export  financing;  and  sought  input  from  the  full  range  of 
organizations  and  individuals  knowledgeable  about  these  efforts. 
We  believe  that  a  complete  strategic  plan  should  also  address 
numerous  issues  that  have  been  identified  over  the  last  few 
years.   These  Issues  include  funding  anomalies,  duplication  and 
overlap  of  programs  within  and  among  agencies,  problems  in  export 
financing  programs,  and  fragmentation  of  delivery  of  export 
promotion  assistance  in  the  field. 

The  strategic  Plan  as  a  Change  Agent 

Finally,  the  forthcoming  strategic  plan  for  export  promotion.  If 
sufficiently  convincing,  should  result  in  real  changes  in  the  way 
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the  federal  government  carries  out  its  export  promotion  efforts. 
The  ultimate  test  of  the  value  of  the  strategic  plan  is  whether 
the  bases  for  change  that  it  proposes  are  sufficiently  convincing 
to  elicit  support  from  all  the  agencies  involved  and  the 
congressional  committees  that  may  be  asked  to  change  enabling 
legislation  and  alter  appropriations. 

Options  for  the  Future 

The  TPCC  process  will  not  end  when  the  first  plan  is  completed 
and  budget  priorities  are  established.   Annual  revisions  to  the 
plan  need  to  be  prepared,  and  the  TPCC  mission  to  rationalize  and 
improve  export  promotion  efforts  will  continue.   We  have 
suggested  in  the  past  that  one  way  to  improve  federal  export 
promotion  services  might  be  to  integrate  service  delivery  in  the 
field. 

It  is  a  truism  that  companies  seldom  know  nor  care  about 
distinctions  between  federal  agencies;  while  the  issue  of  "turf" 
is  important  to  government  agencies,  it  is  of  no  relevance  to  the 
business  world.   Companies  simply  want  government  to  make 
available  in  a  "user  friendly"  manner  the  assistance  they  need 
and  their  taxes  pay  for.  Yet,  under  the  current  fragmented 
system,  companies  seeking  federal  export  financing  and  export 
promotion  assistance  often  must  contact  several  different 
agencies.  This  fragmentation  can  leave  companies  confused  as  to 
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what  services  are  available  and  discouraged  about  prospects  for 
obtaining  assistance. 

To  implement  the  act's  requirement  that  export  agencies  create 
"one-stop  shops,"  agencies  could  co-locate  their  field  offices, 
thus  creating  a  network  of  consolidated  export  promotion  centers. 
In  principle,  these  facilities  would  Improve  companies'  access  to 
government  export  promotion  programs  by  reducing  to  one  the 
number  of  places  companies  in  a  given  region  would  have  to 
contact  to  receive  federal  export  assistance.   We  have  suggested 
that  TPCC  could  consider  a  pilot  program  to  provide  a  complete 
package  of  export  assistance  in  single  locations  by  co-locating 
loan  officers  from  SBA's  district  offices  in  US&FCS  district 
offices.   This  pilot  would  test  whether  providing  the  full  range 
of  export  promotion  services  in  an  integrated  way — with  minimal 
added  financial  cost--can  increase  the  value  to  the  business 
community  of  federal  export  promotion  assistance. 

One-stop  shops  might  also  provide  a  way  to  integrate  federal 
export  promotion  programs  with  similar  state  and  local  government 
activities.   One-stop  shops  could  include  staff  from  state 
economic  development  agencies  or  commerce  departments,  or  other 
organizations  that  assist  exporters.   Further,  there  could  be 
many  lessons  learned  that  could  be  applied  to  more  complex  and 
problematic  integration  efforts,  such  as  between  federal  export 
promotion  efforts  and  trade  policy  decision-making. 
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We  are  cautiously  encouraged  by  what  we  know  of  the  TPCC's 
strategic  planning  process  to  date.   Historically,  reform  In  the 
executive  branch  has  focused  on  changing  the  organizational 
structure  of  agencies.   This  strategy  often  has  led  to  agencies 
gearing  up  to  oppose  the  reorganization.   The  TPCC  process  has 
begun  differently.   Rather  than  Impose  change  on  the  agencies 
from  the  outside,  it  is  a  collaborative  effort  on  the  part  of 
multiple  federal  agencies  themselves  to  develop  a  plan  to  use 
existing  export  promotion  resources  more  effectively. 

We  believe  that,  with  continued  support  from  both  the 
administration  and  Congress,  TPCC  can  build  on  the  momentum  it 
has  achieved  and  make  federal  efforts  to  assist  exporters  both 
more  useful  to  companies  and  a  better  buy  for  the  taxpayers. 


Mr.  Chairman,  this  concludes  my  prepared  statement.   I  will  be 
happy  to  try  to  answer  any  questions  you  or  other  Members  of  the 
Subcommittee  may  have. 


(280069) 
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Ordering  InfomuUion 

The  first  copy  of  each  GAO  report  and  testimony  is  fi?ee. 
Additional  copies  are  $2  each.  Orders  should  be  sent  to  the 
following  address,  accompanied  by  a  check  or  money  order 
made  oat  to  the  Superintendent  of  Documents,  when 
necessary.  Orders  for  100  or  more  copies  to  be  mailed  XajL 
single  address  are  discounted  25  percent. 

Orders  by  mail: 

\3S.  General  Accounting  OfDce 
P.O.  Box  6015 
Gaithersbnrg,  MD  20884-6015 


Room  1000 

700  4th  St.  NW  (comer  of  4th  and  G  Sts.  NW) 
MS.  General  Accoonting  Office 
Washington.  DC 

Orders  may  also  be  placed  by  calUng  (202)  512-6000 
or  by  osing  bx  nomber  (301)  258-4066. 


77 


Testimony  Bttfore  th«  Subcofflmittec  on  the 

Development  of  Rural  Enterprises, 

Exports  and  the  Envircnaent 

of  the  House  Cooniittee  on  Small  Business 

July  26,  1993 

Testimony  presisnted  by: 

CBARZJZ6  A.    FORD 

(Acting)   Director  General 

of  the 

U.S.  and  FOREIGN  COMMERCIAL  SERVICE 

and 

(Acting)  Assistant  Secretary  of  Commerce 

U.S.   DEPARTMBNT  OP  GOIfifBItCB 


78 


It  is  a  pleasure  to  appear  again  before  the  Subcoamiittee  today  to 
discuss  how  the  Department  of  Commerce  is  enhancing  the  presence  of 
American  goods  and  services  in  the  global  aarket,  and  leading  the 
Trade  Promotion  Coordinating  Committee  (TPCC)  in  preparing  a 
strategic  plan  for  USG  trade  promotion  programs. 

The  Department  of  Commerce,  through  its  International  Trade 
Administration  (ITA},  is  the  lead  federal  agency  for  export 
promotion.  Secretary  Brown  has  made  it  clear  that  he  considers  the 
export  promotion  mission  of  the  Department  of  Commerce  to  be  one  of 
his  highest  priorities,  and  that  through  his  position  as  Chairman 
of  the  TPCC  he  will  lead  the  'reinvention'  of  federal  trade 
promotion  programs  currently  trnder^^ay  as  the  TPCC  prepares  the 
strategic  plan  mandated  by  the  Export  Enhancement  Act  of  19S2. 

Over  the  past  few  months  an  intensive  process  has  been  underway  in 
three  TPCC  working  groups: 

-  Information/counseling/marketing/ advocacy; 

-  Trade  finance;  and 

-  Export  obstacles. 

Representatives  of  all  19  TPCC  agencies  were  invited  to  join  each 
working  group  to  spend  three  hours  a  day,  every  day  for  over  a 
month  to  review  the  relevant  issu&s.  Each  group  was  asked  to 
develop  recommendations  to  improve  the  government's  performance  as 
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a  wholc/  without  rsgard  for  agsncy  "turf". 

Although  the  development  of  the  strategic  plan  is  still  underway 
and  there  are  naturally  some  differences  of  perspective  among  the 
various  agencies,  a  number  of  themes  have  emerged: 

Programs  need  to  be  streamlined  by  carefully  defining  client 
groups  and  their  specific  needs;  focusing  agency  programs  on 
those  needs  and  eliminating  overlap  and  duplication. 

Resources  of  the  private  sector  and  state  and  local 
governments  need  to  be  leveraged  wherever  possible  to  expand 
and  improve  service. 

Resources  need  to  be  allocated  according  to  specific  criteria 
designed  to  ensure  maximum  advancement  of  goals. 

Gcvernment- imposed  impediments  to  exporters  need  to  be  reduced 
or  eliminated  wherever  appropriate. 

Performance  measurements  need  to  be  developed  to  guide 
decisions . 

It  is  important  to  note  that  input  to  the  TPCC  process  has  been 
received  from  over  125  private  sector  representatives,  and  that  the 
private  sector  as  well  as  state  and  local  governments  will  be  Xey 
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partners  in  our  strategy.  It  is  clear  that  the  federal  government, 
no  matter  how  well  organized,  cannot  and  should  not  do  it  all. 

We  look  forward  to  further  consultations  with  the  private  sector, 
and  with  Congress  over  the  remainder  of  the  fiscal  year  as  the  TPCC 
strategic  plan  and  unified  budget  is  prepared  for  submission  to 
Congress  by  September  30,  1993. 

DApartaent  of  CcfflBMrce  Bxpoi't  Promotion  Pro9raaa: 

As  Z  have  presented  in  previous  testimony  before  this  Subcommittee/ 
Commerce's  International  Trade  Administration  (ITA)  through  its 
component  parts  (the  U.S.  and  Foreign  Commercial  Service  (US&rCS), 
with  its  global  network  of  68  domestic  and  130  overseas  offices); 
International  Economic  Policy  (lEP),  with  its  country  experts;  and 
Trade  Development  (TD),  with  its  industry  experts)  is  dedicated  to 
helping  U.S.  firms  -  particularly  small  and  medium  sized  firms  - 
become  successful  exporters  by  providing  high-quality  value-added 
counseling  and  reasonably  priced  products  and  services  targeted  to 
meet  clients'  needs. 

ITA  also  provides  considerable  support  for  USG  trade  policy 
efforts,  which  ara  critically  important  to  U.S.  firms'  access  to 
global  markets  and  ensuring  free  and  fair  trade. 

ITA  functions  as  a  catalyst  for  the  U.S.  business  community, 
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•specially  for  smaller  firms  which  cannot  afford  to  maintain 
representatives  in  every  potential  foreign  market.  The 
programs  and  services  offered  by  ITA  are  varied  and  flexible,  so 
that  f ims  have  access  to  the  market  information  and  local  contacts 
they  need  to  make  sales  in  foreign  markets,  often  without  resorting 
to  expensive  travel  abroad. 

It  is  small  firms  that  constitute  the  most  dynamic  group  of 
exporters.  According  to  statistics  from  1987  (the  most  recent  year 
complete  data  is  available)  96%  o}!  the  nation's  exporting  firms 
«i«re  small  or  medium  sized  (employed  fewer  than  500  workers) . 

ITA  is  uniquely  qualified  among  federal  agencies  to  provide  the 
kind  of  specific  assistance  and  information  that  smaller  firms  nesd 
to  help  them  navigate  the  complexities  of  exporting  through  high- 
quality,  value-added  export  counseling,  targeted  business  contact 
services,  specific  market  information  and  overseas  trade  events. 

The  Trade  Information  Center: 

A  TPCC  initiative  run  by  ITA,  the  -rade  Information  Center,  is  a 
comprehensive  information  center  for  U.S.  companies  seeking 
information  on  federal  programs  and  activities  that  support  U.S. 
exports,  Including  information  on  overseas  markets  and  industry 
trends.  The  center  provides  detailed  information  on  the  export 
promotion  programs  of  the  TPCC  member  agencies,  including  a 
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cos^uterised  calendar  of  U.S.  Government-sponsored  domestic  and 
overseas  trade  events.  The  Trade  Information  Center  is  an 
excellent  first  point  of  contact  for  the  U.S.  business  community. 
The  center's  nationwide  toll-free  number  is:  1-800-uSA-TRADE  (1- 
800-872-8723). 

Export  Counseling: 

Across  the  United  States,  in  68  district  and  branch  offices,  ITA's 
U.S.  and  Foreign  Commercial  Service  (US&FCS)  trade  specialists  work 
almost  exclusively  with  small  and  medium-sized  businesses  to 
provide  them  with  detailed,  long-term,  export  marketing  and 

counseling  assistance. 

During  fiscal  year  1992  alone,  USGiFCS  trade  specialists  conducted 
more  than  53,000  counseling  sessions  in  the  U.S.,  assisting  more 
than  3,000  companies  in  making  their  first  export  sale  or  breaking 
into  a  new  foreign  market. 

Overseas,  US&FCS  has  commercial  officers  posted  to  U.S.  embassies 
and  consulates  in  more  than  69  countries,  totalling  over  130  cities 
worldwide.  During  FY92  over  48,000  counseling  sessions  for  U.S. 
firms  were  held  overseas,  and  over  78,000  counseling  sessions  for 
host  country  firms  interested  in  U.S.  products  and  services. 

In  order  to  respond  to  the  requirements  in  the  Export  Enhancement 
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Act  of  1992  that  US&FCS  staff  be  capabla  of  providing  counseling  on 
the  trade  finance  programs  of  the  federal  government,  in  Augiist, 
1993  the  first  trade  finance  training  program  will  take  place. 
Training  will  for  staff  from  SBA,  the  US&FCS  (from  both  domestic 
and  overseas  offices)  and  will  he  taught  by  staff  from  EXIM,  SBA 
and  US&FCS.  This  will  greatly  enhance  the  ability  of  US&FCS  staff 
to  counsel  U.S.  firms  on  trade  finance  issues. 

ITA's  Washington-based  country  experts  in  its  International 
Economic  Policy  (lEP)  unit,  in  addition  to  extensive  trade  policy 
support  work,  also  provide  country-ispecific  business  counseling  to 
U.S.  fims.  ZEP  also  operates  a  number  of  regional  business 
centers  specializing  in  certain  geographical  regions: 

Business  Information  Service  for  the  Newly  Independent  States 
(BISHIS),  phone:  (202)482-4655. 

Eastern  Surope  Business  Informatios  Center  (EEBIC),  phone: 
(202)482-2645. 

Japan  Export  Information  Center  (JEIC),  phone:  (202)482-0469. 

Latin  American/Caribbean  Bvisiness  Development  Center,  phone: 
(202)482-0841. 

European  Community  Single  Market  1992  Information  Service 
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(SIMIS),  phoaa:  (202)482-5276. 

ITA's  Trade  Development  (TD)  industry  specialists  also  provide 
industry-specific  services  to  U.S.  firms  and  provide  the  linX 
between  U.S.  manufacturing  and  export  interest.  TD's  four  sector 
groups —  Basic  Industries,  Service  Industries  and  Finsmce, 
Technology  and  Aerospace  Industries,  and  Textiles,  Apparel  and 
Consumer  Goods  Industries — counsel  many  smaller  businesses  on 
foreign  market  conditions  and  opportunities  and  provide  follcw-up 
on  specific  sales.  Assistance  is  also  provided  in  overcoming 
narkat  access  barriers.  TD  industry  specialists  work  closely  with 
trade  associations  and  other  industry  groups  to  coordinate 
industry-specific  export  promotion  events  and  outreach  activities, 
many  of  which  are  specially  designed  to  assist  smaller  firms. 

Trade  Contact  Information: 

ITA  offers  a  variety  of  services  designed  to  assist  U.S.  companies 
in  identifying  foreign  markets  and  potential  trade 
contacts  for  their  products  and  services: 

Agent/Distributor  Service  (ADS):  The  ADS  provides  a  custom 
search  overseas  for  interested  and  qualified  foreign 
representatives  on  behalf  of  a  U.S.  exporter.  A  U.S.  firm  will 
receive  names  of  up  to  six  foreign  coi^anies  interested  in 
representing  its  product  in  a  specified  country.  ADS  coverage  was 
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recently  expanded  to  include  Eastern  European  countries  and  Russia. 

World  Traders  Data  Report  (WTOR):  HTDRs  are  brief  background 
reports  regarding  the  credit-worthitieBS  and  reliability  of  specific 
foreign  firos.  In  FY  92,  WTDR  service  was  expanded  to  Eastern 
European  countries  and  Russia. 

Gold  Key  Service:  Offered  by  7.08t  US6PCS  overseas  posts,  this 
is  a  c^lStoa- tailored  service  for  U.S.  fims  planning  a  visit  to  a 
eoimtry.  It  combines  market  research,  assistance  in  developing 
sound  market  strategy,  orientation  briefings,  introductions  to 
potential  partners,  interpreters  for  nestings  and  effective  follow- 
up  planning.   Fees  v«u7  depending  en  post  and  services  requested. 

Trade  Opportunity  Program  (TOP 5:  The  TOP  program  provides 
timely  sales  leads  from  overseas  firms  seeking  to  buy  or  represent 
U.S.  products  and  services.  U.S.  commercial  officers  worldwide 
trather  these  leads  through  local  channels.  The  Jovumal  of  Conoterce 
prints  TO?  leads  daily.  Foreign  government  tenders  are  printed 
each  day  in  the  Coaawrca  Business  Daily.  Electronic  distribution 
of  TOPS  through  DOC's  Electronic  Bulletin  Beard  (EBB)  has  increased 
the  number  of  companies  with  access  to  TOP  leads  to  over  300,000. 

Karket  Research: 

ITA'8  market  research  program  is  designed  to  collect,  analyze  and 
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disseminate  focused,  high-quality  foreign  market  reseeurch  thar  U.S. 
firms  can  use  in  developing  export  marketing  strategies.  The 
National  Trade  Data  Bank  (NTDB)  -  an  entire  trade  information 
library  on  CD-ROM  -  nov  provides  its  more  than  2,000  sxibscribers, 
including  800  federal  depository  libraries,  with  a  full-range  of 
timely  ITA  market  research  reports. 

The  market  research  program  produces  three  types  of  research: 

Industry  Subsector  Analysis:  specific  market  research  reports 
prepared  by  US&FCS  posts  abroad.  Studies  focus  on  high 
export-potential  industry  subsectors  in  the  most  promising 
country  markets.  Currently,  2,700  Industry  Sxibsector  Analyses 
have  been  written  or  reviewed  within  the  past  2-3  years  and 
are  available  through  the  NTCB. 

International  Market  Insights:  brief  reports  on  important 
developments  in  overseas  markets  prepared  by  embassy  staff- 
Subjects  covered  include  new  laws,  policies  and  procedures, 
new  trade  regulations  or  changing  dynamics  in  the  marketplace. 
IMI's  are  available  through  the  NTDB  and  CZMS. 

Cvistomized  Sales  Survey:  customized  market  research  reports 
which  assess  the  marketability  of  a  specific  U.S.  product 
(e.g.,  pricing,  distribution  channels,  coiqpetition)  in  a 
specific  market.    The  service  is  now  available  in  60 
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countries. 

Coam«rcial  Naws  USA  (CNUSA): 

CNUSA,  an  illustratad  international  magazine,  provides'  low-cost, 
extensive  overseas  exposure  for  eicport-ready  U.S.  products  and 
services.  CNUSA  generates  substantial  overseas  new  business  leads 
for  small  U.S.  finas  without  a  heavy  investaent  in  research  and 
travel.  For  as  little  as  $495  a  listing,  a  firm  can  advertise  to 
a  distribution  of  over  700,000,  through  both  printed  and  electronic 
media.   96%  of  FY92  CNUSA  listings  were  from  small  business. 

International  Exhibitions,  Missions  and  Local  Initiatives: 

ITA  plans  and  stages  a  program  of  overseas  exhibitions,  missions 
and  other  trade  events  designed  to  promote  U.S.  products  and 
services.  In  FY92,  ITA  organized  356  trade  events,  including 
missions  and  a  wide  variety  of  other  promotions  with  a  particular 
focus  on  events  appropriate  for  new-to-export  and  new-to-market 
U.S.  exporters.  In  ry92,  62%  of  overseas  trade  event  participants 
were  small  businesses. 

Small  Business  Coordinator 

ITA's  Small  Business  Coordinator,  located  in  Trade  Development,  is 
the  focal  point  for  trade  issues  of  concern  to  small  business.  In 
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addition  to  coordinating  program  development  from  a  small  business 
perspective,  the  Small  Business  Coordinator  also  ensures  that  small 
business  concerns  are  factored  into  trade  policy  decisions.  The 
Coordinator  administers  the  Industry  Sector  Advisory  Committee  on 
Small  and  Minority  Business  (ZSAC  14),  composed  of  small  and 
minority  exporters,  which  provides  advice  to  the  government  on 
small  business  needs  in  trade  policy  and  programs. 

Assistance  in  Forming  Cooperative  Visntures 

1.  Consortia  of  American  Businesses  in  Eastern  Europe  (CAEEE): 
In  June  1991,  Commerce  Initiated  a  consortia  grant  program  to 
stimulate  U.S.  business  in  Eastern  Europe  and  assist  the 
countries  of  that  region  in  their  move  toward  privatization. 
The  program  called  the  Consortia  of  American  Businesses  in 
Eastern  Eiirope  (CABEE)  is  providing  grant  ftinds  to  help  defray 
the  costs  of  opening,  staffing^  and  operating  U.S.  consortia 
offices  in  Eastern  Europe. 

2.  Consortia  of  American  Businesses  in  the  Newly  Independent 
States  (CABNIS):  The  Consortia  of  American  Businesses  in  the 
Newly  Independent  States  (CABNIS)  provides  seed  money  to  U.S. 
consortia  (up  to  $500,000  in  matching  funds)  to  establish 
commercial  offices  in  the  NIS.  These  offices  provide 
consortia  members  with  export  services  while  helping  host 
economies  move  close  toward  privatization. 
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3.  Market  D«velopaient  Coopsrator  Program.  The  Mark«t  Development 
Cooperator  Program  (MDCP)  18  designed  to  assist  trade 
associations  and  nonprofit  industry  organizations  working 
together  with  ITA  to  develop  and  expand  foreign  markets  for 
U.S.  goods  2md  services.  In  F793,  Congress  appropriated  $2.5 
million  for  the  MDCP —  and  the  President's  FY94  budget 
continues  this  program. 

Through  these  cooperative  partnerships,  USG  resources  are  used 
to  leverage  the  efforts  of  private  sector  intemedlaries — 
those  being  the  associations  and  industry  organizations—  to 
provide  company  specific  export  services  for  U.S.  business. 
The  MDCP  underwrites  innovative  private  sector  market 
development  ideas  and  maximizes  outreach  to  small  and  medltim 
size  companies  capable  of  expanding  into  new  overseas  markets 
or  capable  of  increasing  market  share  in  present  markets. 

3.  Office  of  Export  Trading  Companies.  The  Office  (1)  promotes 
the  formation  and  use  of  export  trading  coittpanies  and  export 
management  companies,  (2)  offers  information  and  counseling  to 
businesses  and  trade  associations  regarding  the  U.S.  export 
intermediary  industry,  and  (3)  administers  the  Export  Trade 
Certificate  of  Reriew  program  which  provides  limited  antitrust 
protection  to  U.S.  firms  for  joint  export  activities.  The 
Office  also  manages  The  Export  Yellow  Pages,  a  directory  of 
U.S.  suppliers,  banks,  servir.e  organizations,  and  export 
trading  companies. 

13 
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What  XTA  ae«ds  to  inersaaa  its  efforts  to  hslp  Assriea  bacone  aoxs 

COBpStltivS  • 

As  damand  for  export  promotion  ssrvices  has  grown,  particularly  in 
recent  yaars,  naturally  the  need  to  aore  effectively  use  resources 
to  meet  that  demand  has  grown  as  Mail.  Throughout  the  Federal 
Govemaent,  agencies  have  recognized  the  growing  demand  for  export 
assistance  and  responded.  However,  as  we  are  all  aware,  that 
response  has  heen  uncoordinated,  duplicative  and  confusing  to  the 
business  community. 

The  efforts  of  Secretary  Brown  to  lead  the  TPCC  in  developing  a 
customer-focused,  coherent,  efficient  and  effective  USG-wide  export 
promotion  strategy,  which  will  set  priorities  and  help  ensure  that 
resource  allocations  are  made  according  to  clear  goals  and 
objectives,  will  go  a  very  long  way  in  enabling  ITA  to  provide 
maximum  support  to  U.S.  exporters.  ZTA  will  focus  its  efforts  on 
providing  technical  assistance  at  affordable  prices,  such  as 
overseas  product  and  company  research;  and  assistance  in  closing 
contracts  and  deals. 

The  creation  of  a  coherent  government-wide  strategy  will  give  each 
agency  a  clearly  defined  role,  allowing  for  greater  synergy  and 
leveraging  of  resources,  avoiding  wasteful  duplication.  it  will 
also  enhance  ITA's  ability  to  define,  establish  and  build 
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partnerships  with  tha  private  sector  and  state  and  local 
govemaients.  As  the  TPCC  has  clearly  recognized  that  the  federal 
govemoient  cannot  do  it  all,  these  partnerships  will  be  key  to 
carrying  out  the  goal  of  increasing  exports. 

As  you  can  see  Mr.  Chairaan,  and  meoibers  of  the  SuhcoBBitte« ,  the 
Department  of  Commerca  has  a  wide  variety  of  products,  services  and 
proTrams  specially  suited  to  tha  needs  of  U.S.  businesses, 
particularly  saall  bosisesses^  who  wish  to  expand  abroad.  We  are 
able  to  put  the  expertise  and  knowledge  of  a  global  network  of 
international  business  professionals  at  the  disposal  of  U.S. 
exporters,  to  help  this  dynamic  sector  of  American  business  on 
their  way  to  international  success,  and  hope  that  through  the  TPCC 
strategic  plan  we  will  be  able  to  do  even  more. 
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Stateaent  by  Philip  L.  Mackie 

Assistant  Administrator,  Comnodity  and  Marketing  Prograns 

Foreign  Agricultural  Service 

U.S.  Department  of  Agriculture 

Before  the  House  Small  Business  Subconnittee  on  the 

Development  of  Rural  Enterprises,  Exports,  and  the  Environment 

July  26,  1993 


Mr.  Chairman  and  members  of  the  Subcormi ttee ,  I  appreciate  this 
opportunity  to  discuss  the  U.S.  Department  of  Agriculture's  export  promotion 
and  other  trade  assistance  programs  for  agriculture. 

Trade-related  responsibilities  evolved  as  a  fundamental  part  of  the 
Department's  mission  with  the  emergence  of  foreign  market  development  and 
international  food  assistance  programs  in  the  early  1950's.  In  intervening 
years,  the  Department's  role  in  export  assistance,  trade  policy,  and  foreign 
market  development  has  expanded  along  with  U.S.  agriculture's  growing 
dependence  on  exports  and  the  increasing  globalization  of  agricultural 
markets. 

Today,  U.S.  farmers  and  ranchers  have  the  capacity  to  produce 
significantly  more  than  what  is  consumed  in  the  United  States,  and  20-25 
percent  of  the  total  value  of  U.S.  farm  output  is  shipped  to  foreign  markets. 
U.S.  farmers  look  to  export  markets  to  take  more  than  half  of  this  year's 
wheat  crop,  40  percent  of  the  rice  crop,  and  more  than  a  third  of  the  soybeans 
and  cotton  crops.  At  the  same  time,  exports  are  becoming  an  increasingly 
important  outlet  for  consumer-oriented  and  other  high-value  and  processed  U.S. 
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agri cultural  products,  such  as  meats,  fruits  and  vegetables,  and  processed 
foods.  These  types  of  products  now  make  up  more  than  half  of  total  U.S. 
agricultural  exports.  With  a  relatively  mature  U.S.  market,  exports  represent 
the  growth  sector  ~  the  future  markets  for  these  products  and  industries. 

This  fiscal  year,  U.S.  agricultural  exports  are  forecast  at  $42.5 
billion,  the  second  highest  dollar-value  on  record.  These  exports  are 
critical  for  maintaining  farm  income  and  the  economic  vitality  of  rural 
communities  dependent  on  farming.  The  importance  of  export  markets  to  U.S. 
farmers  and  ranchers  was  brought  home  in  no  uncertain  terms  during  the 
dramatic  decline  in  U.S.  agricultural  exports  in  the  first  half  of  the  1980's 
—  a  decline  that  helped  precipitate  a  serious  farm  crisis  reflected  in 
depressed  farm  incomes,  falling  land  values,  and  economic  agony  in  many  rural 
communities  throughout  the  country. 

As  this  Subcommittee  is  well  aware,  a  vibrant  export  sector  is  crucial 
not  only  to  the  economic  health  of  U.S.  agriculture,  but  also  to  the  entire 
U.S.  economy.  In  this  regard,  it  should  be  noted  that  agricultural  exports 
generate  significant  employment  and  trade  benefits  to  the  U.S.  economy, 
touching  every  state  and  region.  These  exports  provide  roughly  a  million  Jobs 
in  production,  processing,  transportation,  and  export-related  services.  In 
addition,  agriculture  is  one  of  the  success  stories  in  the  U.S. 
balance-of-trade  picture.  Last  year's  $I8-billion  surplus  in  agricultural 
trade  presents  a  sharp,  positive  contrast  to  a  U.S.  deficit  of  more  than  $90 
billion  in  nonagri cultural  trade. 

Role  of  Export  Prograws 
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As  we  cite  these  important  contributions,  we  must  also  acknowledge  the 
key  role  of  the  Department's  export  programs  and  activities  in  challenging  the 
unfair  trade  practices  of  U.S.  competitors  and  opening  the  door  to  long-term 
market  opportunities  for  U.S.  producers  and  exporters.  We  are  using  these 
programs  aggressively  in  every  corner  of  the  globe.  They  provide  the 
essential  tools  to  protect  U.S.  agriculture's  global  interests,  establish  new 
trading  relationships,  break  down  trade  barriers,  and  create  an  appetite  for 
U.S.  products  in  an  intensely  competitive  and  dynamic  world  marketplace. 

Since  Congress  authorized  a  larger  and  more  active  role  for  the 
Department's  export  programs  beginning  in  the  mid-1980's,  U.S.  agricultural 
exports  have  increased  more  than  60  percent  in  value,  and  the  agricultural 
trade  surplus  has  increased  more  than  200  percent.  U.S.  farmers  and 
agricultural  exporters  are  keenly  aware  of  the  importance  of  these  programs  in 
providing  access  and  opportunity  in  world  markets  where,  more  often  than  not, 
the  rules  are  stacked  against  U.S.  agricultural  products.  Agriculture  remains 
one  of  the  most  heavily  protected  and  distorted  sectors  in  world  trade. 

Although  a  number  of  agencies  within  the  Department  have  an  important 
role  in  assisting  U.S.  agricultural  exports,  the  Department's  export  programs 
are  administered  by  the  Foreign  Agricultural  Service  (FAS)  and  its  Office  of 
the  General  Sales  Manager,  reporting  to  the  Under  Secretary  for  International 
Affairs  and  Commodity  Programs.  The  basic  mission  of  the  FAS  is  expanding 
exports  of  U.S.  agricultural  products. 

It  is  Important  to  note,  Mr.  Chairman,  that  although  we  work  closely 
and  cooperatively  with  the  Trade  Promotion  Coordinating  Committee  (TPCC)  in 
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planning  export  program  activities,  the  responsibility  for  promoting  U.S. 
agricultural  products  to  foreign  markets  is  vested  almost  entirely  within  the 
U.S.  Department  of  Agriculture  and  is  not  widely  segmented  or  dispersed  among 
various  Cabinet  departments.  The  central  administration  of  these  programs 
allows  us  to  effectively  bring  the  broad  range  of  agricultural  Information, 
research,  marketing,  trade  policy,  and  economic  development  resources  and 
expertise  available  throughout  the  Department  to  support  our  agricultural 
trade  efforts. 

Later  in  my  testimony,  I  will  provide  a  description  of  the 
Department's  major  export  programs  and  services,  as  the  Subcommittee  has 
requested.  Right  now,  Mr.  Chairman,  I  would  like  to  move  on  to  the  second 
question  raised  in  your  letter  of  invitation  to  this  hearing:  our  activities 
to  assist  small  businesses  involved  in  exporting. 

Support  and  Assistance  for  Small  Export  Businesses 

Secretary  Espy  has  a  strong  personal  commitment  to  assisting  small, 
minority,  and  disadvantaged  businesses  in  all  areas  under  the  Department's 
jurisdiction,  including  trade.  We  recognize  that  small  and  new-to-market 
firms  do  not  have  the  resources,  expertise,  and  experience  of  large  export 
companies,  and  It  is  not  enough  simply  to  say  that  our  programs  are  available 
to  all  companies,  regardless  of  size.  Equally  important.  It  is  in  the 
Interests  both  of  U.S.  agricultural  exports  and  the  U.S.  economy  for  the 
Department  to  encourage  and  support  further  growth  in  the  number  of  —  and  the 
opportunities  available  to  —  small  firms  engaged  in  exporting  food  and 
agricultural  products. 
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It  is  for  these  reasons  that  we  are  targeting  special  efforts  toward 
assisting  small  businesses.  One  of  our  recent  efforts  involves  the  Market 
Promotion  Program  or  HPP.  This  program  is  particularly  suited  to  addressing 
the  needs  of  small  export  businesses,  because  its  heavy  emphasis  on 
high-value,  consumer-oriented  products  corresponds  closely  with  the 
concentration  of  small  export  businesses  in  specialty  foods  and  beverages. 
The  MPP  supports  foreign  market  promotions  that  are  conducted  on  a  cost-share 
basis  by  private  sector  participants,  including  nonprofit  commodity  groups, 
State  Regional  Trade  Groups,  cooperatives,  and  for-profit  firms. 

In  FY  1992,  FAS  allocated  $100,000  for  use  by  the  State  Regional  Trade 
Groups  for  educational  seminars  targeting  small  businesses,  including  minority 
and  female-owned  firms.  These  seminars,  which  included  FAS  speakers  and 
outside  experts,  covered  a  broad  range  of  "how  to"  topics,  including  exporting 
strategies,  practices,  and  regulations,  as  well  as  FAS  export  programs  and 
services.  More  than  1,300  people  from  44  states  attended,  and  55  of  the 
companies  attending  the  seminars  are  new  applicants  for  this  year's  MPP 
program. 

Altogether,  of  the  375  companies  that  applied  for  participation  in  the 
1993  MPP  through  the  regional  groups,  80  percent  would  be  defined  as  small 
(fewer  than  500  employees)  by  the  Small  Business  Administration.  We  also  know 
that  other  program  participants  such  as  the  Wine  Institute  and  the  U.S.  Meat 
Export  Federation  serve  a  large  number  of  small  businesses.  FAS  is  currently 
conducting  a  survey  to  seek  further  information  on  small  business 
participation  throughout  the  entire  MPP  program.  At  the  same  time,  we  are 
working  with  congressional  staff  in  considering  additional  ways  in  which  we 
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might  be  able  to  further  bolster  current  outreach  efforts  to  small  businesses. 

The  export  seminars,  which  continue  this  year,  are  a  successful  new 
approach  adding  to  our  other  efforts  to  reach  out  to  small  or  new-to-market 
firms  —  efforts  including  our  AgExport  Services  group,  FAS-sponsored  trade 
shows,  telephone  counseling  and  information  for  small  exporters  on  a  daily 
basis,  and  other  services.  Through  such  efforts,  we  are  working  toward 
leveling  the  playing  field  for  smaller  firms  in  their  competition  with  foreign 
firms  and  in  their  access  to  export  opportunities  and  government  services. 

Description  of  USDA  Export  Assistance  Programs 

Mr.  Chairman,  I  will  use  the  remainder  of  this  statement  to  describe 
our  major  export  programs  and  services.  Before  I  begin  this  listing,  however, 
I  want  to  make  a  few  general  comments.  As  you  will  see,  we  have  a  broad  range 
of  export  tools  available  to  serve  both  the  immediate  and  longer  term 
interests  of  U.S.  agricultural  producers  and  exporters.  Some  of  the  programs 
have  served  the  nation's  competitive  needs  for  four  decades,  revised  and 
updated  to  respond  to  a  changing  world,  while  others  were  developed  more 
recently  in  response  to  specific  needs  to  facilitate  exports,  promote  market 
development,  or  counter  the  unfair  trade  practices  of  competitors. 

The  programs  and  other  tools  currently  available  provide  the 
flexibility  to  accommodate  the  ever-changing  dynamics  of  the  world 
marketplace,  the  different  stages  of  development  of  different  markets,  and  the 
widely  diverse  export  interests  of  the  nation's  largest  industry  —  food  and 
agriculture.  We  believe  these  tools  are  adequate  to  the  task  before  us,  but 
we  must  use  them  effectively.  The  Department  is  fully  committed  to  improving 
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our  efforts  to  serve  the  global  interests  of  U.S.  agricultural  producers  and 
exporters  at  the  least  possible  cost  to  the  taxpayer. 

For  clarity,  I  have  divided  the  Department's  export  programs  and 
services  into  appropriate  functional  categories.  As  requested,  I  have 
provided  a  contact  number  with  each  entry. 

Export  Promotion  and  Narlcet  Development  Programs: 

—Market  Promotion  Program  (MPP);  Tel.  (202)  720-4761 
The  MPP  is  authorized  by  the  Agricultural  Trade  Act  of  1978,  as 
amended  by  the  Food,  Agriculture,  Conservation,  and  Trade  Act  of  1990.  This 
program  is  designed  to  encourage  the  development,  maintenance  and  expansion  of 
commercial  export  markets  for  U.S.  agricultural  commodities  through  cost-share 
assistance  to  trade  organizations  for  overseas  promotions,  including 
advertising,  education,  and  similar  efforts  directed  to  foreign  consumers, 
retailers,  or  distributers.  Priority  consideration  is  given  to  the  promotion 
of  commodities  which  are  subject  to  unfair  trade  practices  overseas. 
Historically,  80  percent  of  the  funding  has  been  used  for  consumer-related 
activities,  with  60  percent  of  the  total  devoted  to  generic  promotions. 

Since  the  Targeted  Export  Assistance  Program  (TEA),  the  predecessor  to 
the  MPP,  was  implemented  in  1986,  U.S.  exports  of  high-value  products  have 
doubled,  reaching  a  record  $22. 7  billion  in  FY  1992.  At  the  same  time,  the 
U.S.  share  of  world  trade  in  high-value  agricultural  products  has  increased 
from  12  percent  to  15.5  percent.  For  FY  1993,  66  organizations  and  industry 
groups  received  allocations  totaling  $147.7  million,  the  funding  level 
authorized  by  Congress.  FAS  administers  the  MPP  program  which  is  funded  by 
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the  Comnodlty  Credit  Corporations  (CCC). 

— Foreign  Market  Development  "Cooperator"  Program;  Tel.  (202)  720-4761 
The  Cooperator  program  is  authorized  by  the  Agricultural  Trade 
Development  and  Assistance  Act  of  1954  to  create,  expand,  and  maintain  markets 
abroad  for  U.S.  agricultural  commodities.  Cooperator  preference  is  given  to 
those  nonprofit  U.S.  agricultural  trade  groups  which  are  industry-wide  or 
nationwide  in  membership  and  scope.  The  program  has  been  very  successful  in 
mobilizing  resources  from  the  private  sector  to  support  export  marketing 
programs.  Federal  funds  are  primarily  used  for  trade  servicing,  technical 
assistance,  and  market  research  activities. 

For  FY  1993,  38  cooperators  are  conducting  promotional  programs,  with 
approved  marketing  plans  totaling  $37.1  million.  This  program  is  funded 
through  the  annual  FAS  appropriation  and  has  forty  years  of  experience  and 
success  in  export  market  promotion  based  on  an  effective  partnership  between 
government  and  the  private  sector. 

Export  Promotion  Services: 

--AgExport  Connections  Program;  Tel.  (202)  720-7103 
The  FAS  AgExport  Connections  Program  offers  four  low-cost  services  to 
help  U.S.  exporters  make  direct  contact  with  foreign  buyers:  Trade  Leads,  the 
Buyer  Alert  Newsletter,  Foreign  Buyer  Lists,  and  U.S.  Supplier  Lists.   In  FY 
1992,  FAS  overseas  offices  submitted  over  3,500  Trade  Leads  for  agricultural 
products,  which  facilitated  confirmed  export  sales  of  $406  million.  These 
leads  are  made  available  to  the  public  through  the  Journal  of  Commerce 
newspaper,  a  fax  polling  system,  and  various  electronic  bulletin  boards 
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including  the  Department  of  Commerce's  Economic  Bulletin  Board. 

The  Buyer  Alert  newsletter  helped  U.S.  exporters  of  nearly  3,000 
products  to  reach  16,000  foreign  buyers  with  an  interest  in  agricultural 
products,  facilitating  nearly  $90  million  in  exports  in  FY  1992.  Nearly  3,000 
orders  were  placed  for  Foreign  Buyer  Lists  from  the  AgExport  Connections 
database,  which  contains  the  names  of  more  than  18,000  companies  in  63 
countries.  The  U.S.  supplier  database  is  used  extensively  overseas  to  provide 
foreign  buyers  with  lists  of  U.S.  exporters  who  can  supply  particular 
products.  User  fees  help  cover  the  cost  of  these  services. 

—Trade  Shows  and  Trade  Hiss ions;  Tel.  (202)  690-1182 
FAS  trade  shows  have  helped  food  and  beverage  exporters  market  their 
products  overseas  for  25  years.  In  FY  1992,  over  600  exhibitors  took 
advantage  of  FAS  trade  shows  and  sales  missions  to  promote  their  products  in 
11  countries,  facilitating  $125  million  in  export  sales.  Exhibitor  fees  now 
cover  most  of  the  cost  of  the  FAS  trade  show  program.  FAS  also  sponsors  sales 
missions  to  important  foreign  markets.  Trade  shows  and  trade  missions  are 
specifically  intended  to  help  new-to-export  companies  to  enter  the  export 
market  and  meet  foreign  buyers.  Both  activities  have  a  proven  track  record, 
with  documented  export  sales  results. 

—Outreach  Activities;  Tel.  (202)690-0159 

The  Department  of  Agriculture  has  an  active  outreach  program  to  help 
exporters  of  food  and  agricultural  products.  The  FAS  Trade  Assistance  and 
Promotion  Office  (TAPO),  established  in  1988,  assists  about  2,000  exporters  a 
year  by  providing  counseling  on  all  aspects  of  international  agricultural 
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trade.  TAPO  also  arranges  for  consultations  between  FAS  Agricultural  Officers 
returning  from  abroad  and  groups  of  farm  exporters  and  producers.  We  would 
like  to  expand  this  connection. 

As  noted  earlier,  the  Department  also  worked  with  state  departments  of 
agriculture  and  the  State  Regional  Trade  Groups  to  sponsor  37  seminars  last 
year  that  provided  technical  assistance  on  export  marketing  for  small  and 
disadvantaged  companies.  Similar  export  seminars  are  being  conducted  this 
year,  supported  by  FAS  funds.  In  addition,  the  FAS  Trade  Show  Office  has  just 
completed  arrangements  with  the  Small  Business  Administration  to  extend  trade 
show  recruitment  efforts  to  small  and  disadvantaged  businesses,  through 
special  mailings  and  advertising  to  make  minority-owned  businesses  aware  of 
the  Department's  services  to  exporters.  Efforts  are  on-going  to  expand  USDA 
outreach  efforts. 

—Overseas  Offices;  Tel.  (202)  720-6138 

FAS  maintains  79  agricultural  offices  overseas,  covering  over  130 
countries.  Agricultural  Officers  work  closely  with  producer  groups  and 
private  companies  to  expand  exports  of  U.S.  farm,  forest  and  fishery  products. 
These  offices  provide  U.S.  exporters  with  the  information  they  need  to  compete 
in  overseas  markets,  including  information  on  local  import  regulations,  market 
trends,  and  competition  from  third  countries.  Thirteen  of  these  offices  in 
key  markets  are  designated  as  Agricultural  Trade  Offices  and  put  special 
emphasis  on  export  marketing.  FAS  continues  to  review  posts  for  possible 
consolidation  or  relocation  to  new  or  emerging  markets  offering  more  market 
opportunities  for  U.S.  agriculture.  We  will  also  consider  ways  to  coordinate 
with  the  nunerous  foreign  and  commercial  service  posts  overseas. 
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—Cooperation  with  State  Departments  of  Agriculture;  Tel.  (202) 

690-0752 

FAS  makes  use  of  the  resources  of  the  state  departments  of  agriculture 
to  service  exporters  at  the  state  and  local  level.  Funding  is  provided  to  the 
National  Association  of  State  Departments  of  Agriculture  and  four  regional 
associations  of  state  departments  of  agriculture  under  the  Cooperator  and 
Market  Promotion  Programs. 

These  State  Regional  Trade  Groups  play  an  important  role  in  promoting 
a  wide  variety  of  high-value  products,  many  of  which  are  handled  by  small  and 
medium-sized  firms  that  would  not  otherwise  have  access  to  USDA's  marketing 
programs.  Efforts  are  being  made  to  further  enhance  the  role  of  the  states  in 
promotional  activities  ranging  from  trade  show  recruitment  to  product 
promotions  in  targeted  foreign  markets. 

Export  Subsidy  Programs: 

—Export  Enhancement  Program  (EEP);  Tel.  (202)  720-6225 
The  EEP  was  announced  by  USDA  on  Hay  15,  1985,  and  is  currently 
operated  under  the  authority  of  the  Agricultural  Trade  Act  of  1978,  as  amended 
by  the  Food,  Agriculture,  Conservation,  and  Trade  Act  of  1990.  It  enables 
U.S.  exporters  to  meet  unfair  competition  from  subsidizing  countries, 
especially  the  European  Community,  for  targeted  commodities  and  destinations. 
Major  objectives  of  the  program  are  to  challenge  unfair  trade  practices, 
expand  U.S.  agricultural  exports,  and  encourage  other  countries  to  undertake 
serious  negotiations  on  agricultural  trade. 
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Under  the  program,  USDA  pays  cash  to  exporters  as  subsidies,  allowing 
them  to  sell  U.S.  agricultural  products  at  competitive  prices.  The  current 
legislation  requires  the  Commodity  Credit  Corporation  to  make  available  at 
least  $500  million  in  funds  or  commodities  each  fiscal  year  through  1995  to 
carry  out  the  program.  During  1993,  the  EEP  program  level  has  been 
established  at  $1.2  billion. 

—Dairy  Export  Incentive  Program  (DEIP);  Tel.  (202)  720-6225 
The  DEIP  was  authorized  by  the  Food  Security  Act  of  1985  and  extended 
through  December  31,  1995  by  the  Food,  Agriculture,  Conservation,  and  Trade 
Act  of  1990.  It  enables  U.S.  exporters  to  meet  unfair  competition  from 
subsidized  exports  for  targeted  dairy  products  and  destinations.  Under  the 
program,  USDA  pays  cash  to  exporters  as  subsidies,  allowing  them  to  sell 
certain  U.S.  dairy  products  In  targeted  countries  at  competitive  prices. 

—Sunflower  Oil  Assistance  Program  (SOAP)  and  Cottonseed  Oil 

Assistance  Program  (COAP);  Tel.  (202)  720-6225 
Congress  first  authorized  the  creation  of  the  SOAP  in  1988  and  the 

COAP  in  1989.  The  SOAP  and  COAP  were  designed  to  help  U.S.  exporters  meet 

prevailing  world  prices  for  sunflowerseed  oil  and  cottonseed  oil  in  targeted 

markets.  Under  the  programs,  USDA  pays  cash  to  U.S.  exporters  as 

subsidies, allowing  them  to  sell  these  vegetable  oils  at  competitive  prices. 

For  FY  1993,  Congress  authorized  the  use  of  $50  million  of  funds  made 

available  under  section  32  of  Public  Law  74-320  to  make  payments  to  exporters 

under  SOAP  and  COAP. 

Direct  Sales  for  Surplus  Disposal: 

—Direct  Export  Sales  Program;  Tel.  (202)  720-6225 
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The  purpose  of  the  Direct  Export  Sales  program  is  to  dispose  of 
surplus  products  acquired  by  the  CCC  during  the  course  of  its  price  support 
activities.  Section  1163  of  the  Food  Security  Act  of  1985  (P.L.  99-198),  as 
amended,  established  minimum  sales  quantities  per  fiscal  year  of  150,000 
metric  tons  of  dairy  products  through  FY  1995  if  such  sales  willnot  interfere 
with  the  usual  marketings  of  the  United  States  or  disrupt  world  prices  and 
normal  patterns  ofcommercial  trade.  Of  the  150,000  metric  tons,  not  less  than 
100,000  metric  tons  is  to  be  butter  and  not  less  than  20,000  metric  tons  is  to 
be  cheese.  Sales  are  subject  to  availability  of  CCC-owned  inventory. 

Export  Credit  Guarantee  Programs: 

— GSM-102  and  GSM-103;  Tel.  (202)  720-6225 

The  purpose  of  the  GSM-102  and  103  export  credit  guarantee  programs  is 
to  facilitate  U.S.  commercial  agricultural  exports  to  countries  experiencing 
hard-currency  constraints.  The  Food,  Agriculture,  Conservation,  and  Trade  Act 
of  1990  authorizes  a  minimum  of  $5  billion  in  GSM-102  export  credit  guarantees 
(terms  up  to  3  years)  to  be  made  available  annually  and  $500  million  to  be 
made  available  annually  of  GSM-103  intermediate-term  guarantees  (up  to  10 
years  but  normally  no  more  than  7  years).  In  FY  1993  the  levels  for  CCC 
export  credit  guarantees  total  $5.7  billion  level.  In  FY  1992,  GSM  credit 
guarantee  programs  helped  assure  financing  for  exports  of  more  than  70 
different  U.S.  commodities  to  38  countries. 

Food  Aid  and  Concessional  Sales  Programs: 

—Public  Law  480  (Title  I);Tel.  (202)  720-4274 

The  Public  Law  480  Program(P.L.  480)  was  established  by  the 

Agricultural  Trade  Development  and  Assistance  Act  of  1954  and  substantially 
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revised  by  the  Food,  Agriculture,  Conservation,  and  Trade  Act  of  1990.  USDA 
is  responsible  for  carrying  out  title  I,  which  provides 

government-to-government  financing  for  commercial  sales  of  U.S.  agricultural 
commodities  at  below-market  interest  rates,  with  repayment  terms  up  to  30 
years.  The  objectives  of  title  I  include  establishing  a  U.S.  market  presence 
in  developing  countries  and  supporting  their  economic  development.  P.L.  480 
titles  II  and  III  are  administered  by  the  Agency  for  International  Development 
(AID),  although  the  acquisition  of  commodities  is  carried  out  by  the 
Department's  Agricultural  Stabilization  and  Conservation  Service  on  behalf  of 
AID. 

—Section  416(b)  of  the  Agricultural  Act  of  1949;  Tel.  (202)  720-3573 
Section  416(b)  of  the  Agricultural  Act  of  1949  authorizes  the  donation 
overseas  of  surplus  CCC  commodities  acquired  through  USDA  price-support 
programs.  These  donations  must  not  disrupt  U.S.  commercial  sales  or  reduce 
donations  to  U.S.  domestic  food  programs.  A  large  portion  of  these  donations 
are  provided  through  the  World  Food  Program. 

—Food  for  Progress;  Tel.  (202)  720-3573 

This  program  was  established  by  the  Food  for  Progress  Act  of  1985  and 
is  carried  out  using  the  resources  of  title  I  of  P.L.  480,  or  Section  416(b). 
It  provides  conmodities,  on  donational  or  concessional  credit  terms,  to 
developing  countries  and  emerging  democracies  to  reward  efforts  toward 
agricultural  reform  and  free  enterprise.  The  Food,  Agriculture,  Conservation, 
and  Trade  Act  of  1990  added  private  voluntary  organizations,  nonprofit 
agricultural  organizations,  and  cooperatives  as  potential  program  sponsors  to 
distribute  the  commodities. 
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Other  Export  Support  Activities: 

Although  I  have  provided  a  fairly  extensive  list,  it  should  be 
recognized  that  the  export  programs  and  services  described  above  do  not  nearly 
encompass  the  full  range  of  the  Department's  support  for  U.S.  exporters  and 
export  market  development.  Such  a  list  would  also  have  to  include  the 
Department's  role  in  trade  policy  efforts  to  reduce  trade  barriers  and  open 
markets,  as  well  as  the  information  products,  activities,  and  expertise  of 
several  USDA  agencies  in  areas  such  as  inspection  services,  scientific  and 
economic  research,  and  long-term  economic  development  of  foreign  markets. 
These  various  efforts  strengthen  and  complement  the  effective  use  of  our 
export  programs. 

The  FAS  AgExport  Connections  staff  has  developed  a  comprehensive  and 
easy-to-use  guide  for  U.S.  exporters  to  the  many  export  services,  programs, 
and  sources  of  information  available  throughout  the  Department.  We  will  be 
happy  to  provide  copies  of  the  AgExport  Action  Kit  to  the  members  of  this 
Subcommittee. 

Conclusion 

Agriculture  remains  this  nation's  leading  export  earner,  generating  an 
$l8-b111ion  trade  surplus  and  close  to  a  million  export-related  jobs  for  the 
U.S.  economy  last  year.  We  recognize,  however,  that  the  greatest  danger  is  in 
looking  to  the  past  and  not  planning  for  the  future. 

We  have  been  working  hard  to  better  target  our  programs  to  respond  to 
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changes  throughout  the  world  and  to  Improve  program  administration.  In 
addition,  we  recently  completed  a  Long-Term  Agricultural  Trade  Strategy  to 
help  guide  the  Department's  export  efforts  in  the  years  ahead.  Secretary  Espy 
places  the  highest  priority  on  expanding  export  opportunities  and  has  asked  us 
to  work  even  harder.  He  has  directed  FAS  to  improve  its  outreach  to  U.S. 
exporters,  particularly  small  exporters.  He  is  building  a  leaner,  more 
efficient  Department  of  Agriculture  that  can  provide  better  services,  while 
assuring  that  taxpayers  get  the  biggest  bang  for  the  buck. 

He  is  determined  that  the  Department's  export  programs  operate  as 
effectively  and  efficiently  as  possible  to  support  growth  in  U.S.  agricultural 
exports,  provide  needed  income  to  fanners  and  rural  communities,  generate  jobs 
for  U.S.  workers,  pump  export  revenues  into  the  U.S.  economy,  bolster  U.S. 
competitiveness,  and  provide  new  marketing  opportunities  for  U.S.  exporters, 
large  and  small . 

That  concludes  my  testimony,  Mr.  Chairman.  I  will  be  glad  to  answer 
your  questions  and  those  of  members  of  this  Subcommittee. 
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STATEMENT  OF 

JAMES  C.  CRUSE 

VICE  PRESIDENT  -  POLICY,  PLANNING  AND  PROGRAM  DEVELOPMENT 

EXPORT- IMPORT  BANK  OF  THE  UNITED  STATES 

BEFORE  THE 

SUBCOMMITTEE  ON  RURAL  ENTERPRISES,  EXPORTS 

AND  THE  ENVIRONMENT 

COMMITTEE  ON  SMALL  BUSINESS 

UNITED  STATES  HOUSE  OF  REPRESENTATIVES 

July  26,  1993 


Good  morning,  Mr.  Chairman,  I  wish  to  thank  you  for  the 
opportunity  to  testify  regarding  the  status  of  the  Trade  Promotion 
Coordinating  Committee  (TPCC)  and  the  efforts  of  the  Export  - Import 
Bank  of  the  United  States  (Eximbank)  to  support  small  and  medium- 
sized  transactions. 

The  significance  of  exports  to  our  national  economy,  and  the 
etbility  of  business  to  grow  and  create  new  jobs  must  not  be 
underestimated.  Since  1987,  55V  of  U.S.  economic  growth  has  been 
attributable  to  exports  which  now  represent  10.7%  of  our  gross 
domestic  product. 

President  Clinton  recognizes  the  importance  of  exports  to  our 
economic  well-being.  At  the  Export - Import  Bank  Conference  in  May, 
President  Clinton,  noted  that: 

the  work  that  exporters  ...  do  to  expand  jobs  and  growth 
is  fundamentally  important,  because  every  time  we  sell  $1 
billion  of  American  products  and  services  overseas,  we  create 
about  20,000  jobs.  In  all,  more  than  seven  million  Americsms 
clearly  owe  their  jobs  to  exports.  And  because  those  workers 
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in  export -related  jobs  make  about  17  percent  more  than  the 
average  worker,  we  need  more  of  those  jobs. 

The  Congress  recognized  the  importance  of  a  coherent  U.S. 
Government  export  promotion  strategy  and  codified  the  mandate  of 
the  Trade  Promotion  Coordinating  Committee  (TPCC)  in  the  Export 
Enhancement  Act  of  1992 .  This  Act  mandated  that  the  Department  of 
Commerce  lead  the  effort  to  craft  a  strategic  plan  for  all  Federal 
Government  export  promotion  activities  and  present  this  plan  to  the 
Congress  by  September  30,  1993. 

President  Clinton  endorsed  this  effort  in  May  when  he  stated 
that  "our  vehicle  to  a  coherent  export  promotion  plan  will  be  the 
Trade  Promotion  Coordinating  Committee." 

Secretary  of  Commerce,  Ron  Brown,  has  also  taken  seriously  the 
mandate  to  revitalize  the  efforts  of  the  TPCC.  Secretary  Brown 
took  the  unusual  step  of  naming  as  his  deputy  in  this  process 
someone  outside  his  agency .  He  named  the  new  Chairman  and 
President  of  the  Export -Import  Bank,  Kenneth  D.  Brody,  to  serve  as 
his  deputy  in  the  TPCC  process .  This  is  an  example  of  how  the 
interagency  process  can  and  should  work.  Rather  them  attempting  to 
centralize  authority  within  one  agency  or  department.  Secretary 
Brown  recognized  the  value  of  vesting  a  number  of  agencies  with  a 
commitment  to  the  interagency  process. 
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Chairman  Brody  accepted  this  assignment  with  enthusiasm  and 
has  been  personally  involved  with  the  day-to-day  progress  of  this 
important  process.  Although  Eximbank  is  a  small  agency  with  just 
four  hundred  and  fifty  employees,  the  agency  has  dedicated  a 
significant  amount  of  its  high-level  resources  to  the  TPCC  effort. 
Almost  twenty  employees  of  the  Bank  have  had  direct  involvement 
with  the  TPCC  and  almost  half  of  those  have  been  dedicating  most  of 
their  time  to  the  TPCC  process. 

Nineteen  U.S.  Government  departments  and  agencies  are 
participating  in  the  TPCC  process.  Secretary  Brown  established 
three  interagency  working  groups  to  scrutinize  the  way  the  Federal 
Government  interacts  with  American  exporters .  The  working  groups 
are  information/marketing,  trade  finance,  and  obstacles  to  exports. 
Representatives  from  each  relevant  agency  met  for  three  hours 
almost  daily  for  over  a  month  in  intensive  working  sessions.  The 
effort  was  designed  to  make  the  group  members  "check  their  agency 
bias  at  the  door"  and  work  together  to  solve  problems  creatively. 

The  working  groups  met  at  the  end  of  each  week  in  order  to 
inform  other  members  euid  Chairman  Brody  of  the  groups'  activities 
and  progress.  Eximbeuik  representatives  participated  in  each  of  the 
working  groups.  The  initial  intensive  discussion  period  has  now 
ended  and  the  working  groups  have  submitted  preliminary 
recommendations  for  substantively  enhancing  the  export  promotion 
and  finance  efforts  of  the  Federal  Government. 
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Secretary  Brown  also  established  a  'deputies  group'  which 
consists  of  principal  representatives  from  each  of  the  TPCC 
departments  and  agencies.  The  deputies  are  all  high-level 
representatives  from  the  agencies  and  in  some  cases  are  the  heads 
of  agencies.  The  deputies  group  is  tasked  with  drafting  the 
strategic  plan,  setting  the  goals  and  priorities  and  recommending 
implementation  strategies.  The  recommendations  of  these  working 
groups  were  presented  to  the  deputies  last  week  and  additional 
meetings  of  the  deputies  group  have  been  planned  to  consider  these 
recommendations . 

While  the  working  groups  dealt  with  the  overall  government 
assistance  to  exporters,  the  exporting  needs  of  small  and  medium- 
sized  business  emerged  as  a  critical  issue  in  each  of  the  working 
groups.  In  addition,  this  process  yielded  a  number  of  specific 
recommendations  designed  to  meet  these  needs. 

Given  Eximbeuak's  primary  mission  to  provide  financing  for  U.S. 
exports,  the  Bank  has  recognized  the  absolute  imperative  of 
providing  export  finamce  programs  useful  to  the  smaller  exporter, 
even  before  the  TPCC  process  began.  In  March  of  1992,  Eximbank 
reorganized  its  programs  serving  small  and  medium-sized  businesses 
and  created  a  Small  Business  Division.  Accompanying  this 
reorganization  were  several  substamtive  changes  in  the  Working 
Capital  Guaramtee  (WCG)  and  Export  Credit  Insurance  (ECI)  Programs. 
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Most  recently  in  mid-May,  Eximbank  formed  a  WCG  Program  Task 
Force  with  the  primary  objective  of  evaluating  a  variety  of  ways  to 
further  enhance  the  WCG  program.  The  goal  is  to  achieve  even 
greater  market  acceptance  and  utility  of  the  WCG,  particularly  by 
the  banking  sector  which  provides  the  funding,  but  ultimately  for 
the  benefit  of  small  and  medium-sized  companies  that  the  program  is 
intended  to  serve.  The  stimulus  for  these  changes  is  that,  despite 
programmatic  changes  over  the  past  year  and  a  half  and  demonstrable 
--  albeit  moderate  --  growth,  many  of  the  smaller  regional  banks 
still  are  not  using  the  program. 

This  Task  Force  has  not  been  a  "solo  enterprise."  Rather,  it 
has  been  an  example  of  the  U.  S.  Government  agencies  working 
together  and  in  concert  with  the  private  sector.  Specifically,  the 
Task  Force  is  comprised  of  Eximbank  staff.  Small  Business 
Administration  (SBA)  officials  and  representatives  from  private 
financial  institutions.  The  insights  and  specific  recommendations 
provided  by  both  SBA  and  the  lending  institutions  have  been 
valuable  --  so  much  so  that  the  revised  program  is  expected  to 
incorporate  mamy  of  their  recommended  changes.  While  the  specific 
details  of  the  revised  program  have  not  been  finalized,  we  believe 
the  enhancements  now  under  consideration  will  attract  a  much 
broader  constituency. 

In  the  future,  Eximbank  must  continue  to  adapt  its  programs 
and  policies  to  better  serve  the  changing  needs  of  the  small  and 
medium- sized  business  sector.   I  can  assure  ypu  that  Eximbank  will 
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continue  to  take  the  mission  of  supporting  small  and  medium-sized 
businesses  seriously,  and  will  continue  its  vigorous  support  of  the 
TPCC  process  and  its  focus  on  small  business.  We  will  draw  upon 
the  cooperative  spirit  demonstrated  in  the  TPCC  process  and  involve 
the  U.S.  Government,  state  and  local  governments  and  the  private 
sector. 

There  are  clear  and  significant  economic  benefits  derived  from 
exports,  especially  from  the  small  and  medium-sized  business 
community.  The  Subcommittee  members  are  aware  that,  since  1986, 
Eximbank  has  set -aside  10%  of  its  total  loan,  guarantee  and 
insurance  authorizations  in  support  of  small  business.  I  am 
•  pleased  that  Eximbank  has  successfully  met  this  mandate  since  its 
inception. 

Eximbank  looks  forward  to  hearing  the  views  of  this 
subcommittee  on  the  TPCC  process  and  I  am  prepared  to  respond  to 
any  questions  members  of  this  committee  may  wish  to  ask. 
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DESCRIPTION  OF  SERVICES 
Export -Iiaport  Bank  of  the  United  States 

The  Export -Import  Bank  of  the  United  States  (Eximbank)  is 
the  principal  government  agency  responsible  for  aiding  the  export 
of  U.S.  goods  and  services  through  a  variety  of  loan,  guarantee, 
and  insurance  programs. 

Eximbank' s  financial  programs  generally  are  available  to  any 
U.S.  export  firm,  regardless  of  size.   The  following  programs, 
however,  are  particularly  helpful  to  small  business  exporters. 

Export  Credit  Insurance.   An  exporter  may  reduce  its 
financing  risks  by  purchasing  export  credit  insurance  from 
Eximbank.   Policies  available  include  insurance  for  financing  or 
operating  leases,  medium-term  insurance,  the  new-to-export 
policy,  insurance  for  the  service  industry,  the  umbrella  policy, 
and  multi-buyer  and  single  buyer  policies. 

Working  Capital  Guarantee.   The  Working  Capital  Loan 
Guarantee  Program  assists  small  businesses  in  obtaining  crucial 
working  capital  to  fund  their  export  sales.   The  program 
guarantees  working  capital  loans  extended  by  banks  to  eligible 
U.S.  exporters  with  exportable  inventory  or  export  receivables  as 
collateral . 

Direct  and  Intermediary  Loans.   Eximbank  provides  two  types 
of  loans:   direct  loans  to  foreign  buyers  of  U.S.  exports  and 
intermediary  loans  to  fund  responsible  parties  that  extend  loans 
to  foreign  buyers  of  U.S.  capital  and  quasi -capital  goods  and 
related  services .   Both  the  local  and  guarantee  programs  cover  up 
to  85  percent  of  the  U.S.  export  value,  with  repayment  terms  of 
one  year  or  more . 

Guarantees.   Eximbank' s  guarantee  provides  repayment 
protection  for  private  sector  loans  to  creditworthy  buyers  of 
U.S.  capital  equipment  and  related  services.   The  guarantee  is 
available  alone  or  with  an  intermediary  loan. 

Most  guarantees  provide  comprehensive  coverage  of  both 
political  and  commercial  risks,  but  political-risks-only  coverage 
is  also  availcJsle. 

Small  Business  Advisory  Service.   To  encourage  small 
business  to  sell  overseas,  Eximbank  maintains  a  special  office  to 
provide  information  on  the  availaUsility  and  use  of  export  credit 
insurance,  guarantees,  and  direct  and  intermediary  loans  to 
finance  the  sale  of  U.S.  goods  and  services  abroad.   Its  toll- 
free  number,  open  all  the  time,  is  1-800-424-5201;  or  within  the 
Washington,  D.C.  area  or  from  Alaska  and  Hawaii,  the  number  if 
(202)  566-4423. 
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Brl«fing  Progruu.   Eximbank  offers  briefing  programs 
available  to  small  business.   For  scheduling  information,  call 
(202)  566-4490. 

Electronic  Bulletin  Board  £or  Eximbank  Information.   In 

operation  at  all  times;  telephone  (202)  566-4699. 

The  address  of  the  U.S.  Export- Import  Ban)c  is  811  Vermont 
Avenue,  N.W.,  Washington,  D.  C.  20571:  telephone  (202)  566-8990 
(public  affairs  office) . 
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U.S.  Small  business  Administration 

Washinoton,  D.C.    20416  \  11!$  y  / 

TESTIMONY  BEFORE  THE  COMMITTEE  ON  SMALL  BUSINESS 

SUBCOMMITTEE  ON  THE  DEVELOPMENT  OF  RURAL  ENTERPRISES, 

EXPORTS  AND  THE  ENVIRONMENT 

JULY  26,  1993 

GIORDANO  A.  CHIARUTTINI 

ACTING  DIRECTOR,  OFFICE  OF  INTERNATIONAL  TRADE 

U.S.  SMALL  BUSINESS  ADMINISTRATION 

MR.  CHAIRMAN  AND  MEMBERS,  THANK  YOU  FOR  THE  OPPORTUNITY  TO 
APPEAR  BEFORE  YOU  TODAY.   I  AM  GIORDANO  A.  CHIARUTTINI,  ACTING 
DIRECTOR  OF  THE  OFFICE  OF  INTERNATIONAL  TRADE  (OIT) .   SBA 
ADMINISTRATOR  BOWLES  HAS  ASKED  ME  TO  REPRESENT  THE  SMALL  BUSINESS 
ADMINISTRATION  AT  THIS  HEARING.   I  AM  HONORED  TO  PRESENT  THE 
FOLLOWING  INFORMATION  ON  SBA'S  ROLE  IN  U.S.  TRADE  DEVELOPMENT  AND 
HOW  THE  AGENCY  HELPS  SMALL  BUSINESSES  TO  EXPORT. 

AS  YOU  KNOW,  SBA  WAS  CREATED  IN  1953  TO  ASSIST,  COUNSEL  AND 
CHAMPION  U.S.  SMALL  BUSINESSES.   OUR  MISSION  THEN  WAS  LIMITED  TO 
HELPING  BUSINESSES  GROW  DOMESTICALLY.   THE  WORLD,  HOWEVER,  LOOKS 
MUCH  DIFFERENT  NOW  THAN  IT  DID  FORTY  YEARS  AGO,  IN  1953. 
TECHNOLOGICAL  ADVANCES,  OPENING  WORLD  MARKETS,  STIFFER 
COMPETITION  FROM  ABROAD  HAVE  CHANGED  THE  WAY  BUSINESS  IS 
CONDUCTED.   TO  MEET  THE  CHALLENGES  OF  OUR  CHANGING  WORLD,  SMALL 
BUSINESSES  HAVE  HAD  TO  LOOK  BEYOND  OUR  BORDERS  FOR  NEW  GROWTH 
OPPORTUNITIES.   TO  KEEP  UP  WITH  THE  CHANGING  TIMES  AND  TO  MEET 
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THE  NEW  NEEDS  OF  AMERICA'S  SMALL  BUSINESSES,  SBA  HAS  HAD  TO 
CHANGE  TOO. 

SEA'S  INVOLVEMENT  IN  INTERNATIONAL  TRADE 

CONGRESS  RECOGNIZED  THE  NEED  FOR  CHANGE  IN  1980  WHEN  IT 
EXPANDED  SBA'S  MANDATE  TO  INCLUDE  IMPROVING  SMALL  BUSINESSES' 
ABILITY  TO  COMPETE  IN  INTERNATIONAL  MARKETS.   SBA'S  OFFICE  OF 
INTERNATIONAL  TRADE  (OIT)  WAS  ESTABLISHED  BY  THE  SMALL  BUSINESS 
EXPORT  EXPANSION  ACT  OF  1980,  AND  WAS  AMENDED  BY  THE 
INTERNATIONAL  TRADE  &  COMPETITIVENESS  ACT  OF  1988.  THIS  AUTHORITY 
IS  FOUND  IN  SECTION  22  OF  THE  SMALL  BUSINESS  ACT,  15  U.S.C.  649. 

SBA'S  INVOLVEMENT  IN  INTERNATIONAL  TRADE  IS  A  NATURAL  AND 
NECESSARY  RESPONSE  TO  THE  CHANGING  INTERNATIONAL  MARKETPLACE  AND 
THE  GROWING  DEMANDS  BY  U.S.  COMPANIES.   IN  1953  THE  U.S.  DOMESTIC 
MARKET  OFFERED  MOST  COMPANIES  ALL  THE  GROWTH  OPPORTUNITIES  THEY 
NEEDED;  IN  1993  THAT'S  NO  LONGER  THE  CASE.   ACCORDING  TO  AN 
ARTICLE  IN  THE  JULY  3,  1993,  ISSUE  OF  THE  ECONOMIST  MAGAZINE, 
TOTAL  AMERICAN  EXPORTS  GREW  BY  76  PERCENT  IN  FIVE  YEARS  TO  REACH 
NEARLY  $450  BILLION  IN  1992. 

THE  ARTICLE  ASSERTS  THAT  SMALL  BUSINESSES  ARE  ACCOUNTING  FOR 
AN  INCREASINGLY  LARGER  SHARE  OF  AMERICA'S  INTERNATIONAL  SUCCESS 
AND  POINTS  OUT  THAT  LAST  YEAR  EXPORTS  FROM  THE  TOP  50  EXPORTERS 
AS  MEASURED  BY  FORTUNE  MAGAZINE  GREW  BY  1.1  PERCENT,  WHILE  TOTAL 
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EXPORTS  ROSE  BY  6.2  PERCENT,   THE  ARTICLE  CITES  THE  EXAMPLE  OF 
ASPEN  TECHNOLOGY,  A  CAMBRIDGE-BASED  SOFTWARE  MANUFACTURER  THAT 
WAS  ESTABLISHED  IN  1981  AS  A  SPIN-OFF  FROM  THE  CHEMICAL 
ENGINEERING  FACULTY  AT  THE  MASSACHUSETTS  INSTITUTE  OF  TECHNOLOGY. 
FOR  THIS  SMALL  COMPANY,  EXPORTS  ACCOUNTED  FOR  80  PERCENT  OF  ITS 
$30  MILLION  TURNOVER  LAST  YEAR. 

SMALL  BUSINESSES  MUST  COMPETE  INTERNATIONALLY  TO  GROW  AND 
PERHAPS  EVEN  TO  SURVIVE.   INTERNATIONAL  TRADE  IS  AN  INTEGRAL  PART 
OF  A  SMALL  BUSINESS'  DEVELOPMENT  AND  GROWTH.   AND  SBA,  THE  AGENCY 
TASKED  WITH  SERVING  SMALL  BUSINESSES,  IS  THE  LOGICAL  VEHICLE  FOR 
DELIVERING  THE  ASSISTANCE  THAT  IS  NEEDED  TO  CAPITALIZE  ON  THE 
WORLD  MARKETPLACE. 

SBA  IS  UNIQUELY  CAPABLE  OF  DELIVERING  INTERNATIONAL  TRADE 
ASSISTANCE  TO  THE  SMALL  BUSINESS  COMMUNITY  THROUGH  ITS  NETWORK  OF 
FIELD  OFFICES.   MORE  THAN  100  SBA  OFFICES  THROUGHOUT  THE  UNITED 
STATES  SERVE  THE  SMALL  BUSINESS  COMMUNITY.   EACH  SBA  REGIONAL  AND 
DISTRICT  OFFICE  HAS  AN  OFFICER  DESIGNATED  TO  ASSIST  EXPORTER 
CLIENTS.   THROUGH  ITS  EXTENSIVE  OUTREACH  NETWORK,  THE  AGENCY  IS 
WELL  SUITED  TO  BE  THE  APPROPRIATE  CHANNEL  FOR  CONVEYING 
INFORMATION  ON  EXPORT  ASSISTANCE  PROGRAMS  TO  ITS  SMALL  BUSINESS 
CLIENTELE.   IN  A  GIVEN  STATE,  SBA  OFTEN  HAS  MORE  BUSINESS 
ASSISTANCE  LOCATIONS  THAN  THE  STATE  ITSELF. 
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OUR  NETWORK  ALLOWS  US  TO  OFFER  BUSINESS  COUNSELING  AND 
FINANCING  TAILORED  TO  THE  NEEDS  OF  THE  INDIVIDUAL  BUSINESS.   SBA 
SUCCESSFUIiY  LEVERAGES  ITS  PROGRAMS  AND  LIMITED  RESOURCES  WITH 
THOSE  OF  OTHER  AGENCIES  AND  ORGANIZATIONS,  TO  FULFILL  THE 
REQUIREMENTS  OF  ALL  SMALL  BUSINESSES.   SBA  HAS  ALSO  SUCCESSFULLY 
"PIGGY-BACKED"  ITS  SMALL  BUSINESS  EXPERTISE  ONTO  ALREADY  EXISTING 
PROGRAMS  WITH  A  MUCH  LARGER  SCOPE,  SUCH  AS  TRADE  ASSOCIATIONS 
WHICH  REACH  LARGE  AUDIENCES  THROUGH  THEIR  TRADE  SHOWS  AND 
CONFERENCES . 

SBA'S  OUTREACH  CAPABILITY  EXTENDS  WELL  BEYOND  ITS  100-PLUS 
FIELD  OFFICES.   SBA  SPONSORS  SCORE,  THE  SERVICE  CORPS  OF  RETIRED 
EXECUTIVES,  A  13 , 000-MEMBER  VOLUNTEER  PROGRAM  WHICH  MATCHES 
RETIRED  EXECUTIVES  WITH  SMALL  BUSINESSES  THAT  NEED  EXPERT  ADVICE. 
VOLUNTEERS  FROM  390  LOCAL  CHAPTERS  OFFER  SERVICES  IN  MORE  THAN 
800  LOCATIONS  THROUGHOUT  THE  UNITED  STATES,  PUERTO  RICO  AND  THE 
U.S.  VIRGIN  ISLANDS. 

SMALL  BUSINESS  DEVELOPMENT  CENTERS  (SBDCs)  AND  SMALL 
BUSINESS  INSTITUTES  (SBIs)  EXTEND  OUR  OITTREACH  EVEN  FURTHER. 
SBDCs  OFFER  SMALL  BUSINESSES  A  WIDE  RANGE  OF  INFORMATION  AND 
GUIDANCE  EASILY  ACCESSIBLE  LOCATIONS.   THERE  ARE  ALMOST  60  SBDCs 
WITH  A  NETWORK  OF  MORE  THAN  900  SERVICE  LOCATIONS.   SBIs  OFFER 
SMALL  BUSINESS  OWNERS  INTENSIVE  MANAGEMENT  COUNSELING  USING 
QUALIFIED  GRADUATE  AND  UNDERGRADUATE  STUDENTS  WORKING  UNDER 
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EXPERT  FACULTY  GUIDANCE.   MORE  THAN  500  SCHOOLS  OF  BUSINESS 
NATIONWIDE  PARTICIPATE  IN  THE  SBI  PROGRAM. 

SEA,  SCORE,  SBDCs  and  SBIS  TOGETHER  FORM  AN  UNMATCHED 
NETWORK  TO  MEET  THE  DEMANDS  OF  A  LARGE  AND  GROWING  SMALL  BUSINESS 
COMMUNITY.   THERE  ARE  OVER  20  MILLION  SMALL  BUSINESSES  IN  THE 
UNITED  STATES.   IN  FACT,  99  PERCENT  OF  ALL  U.S.  BUSINESSES  ARE 
CONSIDERED  SMALL  BY  SBA'S  SIZE  STANDARDS.   SMALL  BUSINESSES 
EMPLOY  OVER  HALF  OF  THE  AMERICAN  WORKFORCE.   THE  COLLECTIVE 
CONTRIBUTION  THESE  SMALL  COMPANIES  MAKE  TO  OUR  NATIONAL  ECONOMY 
CANNOT  BE  OVERSTATED.   THE  VALUE  OF  EXPORTS  TO  OUR  ECONOMY  CANNOT 
BE  OVERSTATED  EITHER.   EACH  BILLION  DOLLARS  IN  EXPORTS  CREATES 
ABOUT  20,000  JOBS  AND  70  PERCENT  OF  U.S.  ECONOMIC  GROWTH  OVER  THE 
PAST  THREE  YEARS  IS  DUE  TO  EXPORTS.   THE  OBVIOUS  CONCLUSION  TO  BE 
DRAWN  FROM  THESE  FACTS  IS  THAT,  FOR  THE  UNITED  STATES  TO  REMAIN 
COMPETITIVE  AND  LOWER  OUR  TRADE  DEFICIT,  MORE  SMALL  BUSINESSES 
MUST  EXPORT  MORE  GOODS  TO  MORE  FOREIGN  MARKETS.   SBA  IN 
COOPERATION  WITH  ITS  RESOURCE  PARTNERS  IS  WORKING  TO  SEE  THAT 
THIS  HAPPENS.   IN  1992  SBA  AND  ITS  RESOURCE  PARTNERS  CONDUCTED 
MORE  THAN  17,500  EXPORT  COUNSELING  SESSIONS  WITH  SMALL 
BUSINESSES.   TO  DATE,  DEMAND  FOR  INTERNATIONAL  TRADE  ASSISTANCE 
HAS  BEEN  EVEN  STRONGER  THIS  YEAR;   SBDCs  ALONE  PERFORMED  29,300 
HOURS  OF  INTERNATIONAL  TRADE  COUNSELING  IN  THE  FIRST  SIX  MONTHS 
OF  1993. 
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TRADE  DEVELOPMENT  TOOLS 

EACH  ONE  OF  THE  19  MEMBER  AGENCIES  OF  THE  TRADE  PROMOTION 
COORDINATING  COMMITTEE  (TPCC)  IS  COMMITTED  TO  SEEING  THAT  OUR 
O.S.  COMPANIES,  PARTICtaARLY  SMALL  BUSINESSES,  REMAIN  GLOBALLY 
COMPETITIVE.   ALL  OF  US  HAVE  INVESTED  CONSIDERABLE  RESOURCES, 
STAFF  AND  ENERGY  TO  MEET  THIS  GOAL.   BECAUSE  OF  SHRINKING  FEDERAL 
DOLLARS,  HOWEVER,  IT'S  CLEAR  THAT  WE'RE  GOING  TO  HAVE  TO  WORK 
SMARTER  AND  MORE  EFFICIENTLY  WITH  THE  RESOURCES  THAT  WE  HAVE. 
ONE  TOOL  THAT  COULD  ALLOW  THE  FEDERAL  GOVERNMENT,  AND  THE  TRADE 
COMMUNITY  IN  GENERAL,  TO  BETTER  MEET  THE  NEEDS  OF  SMALL 
BUSINESSES  IS  THE  COMBINING  OF  OUR  RESPECTIVE  STRENGTHS  INTO  ONE 
LOCATION  THAT  WOULD  BE  ACCESSIBLE  TO  THOSE  COMPANIES  THAT  ARE 
SEEKING  EXPORT  ASSISTANCE. 

THE  CREATION  OF  THE  ONE-STOP  SHOP,  AN  EXPORT  ASSISTANCE 
CENTER,  IS  NOW  BEING  EXPLORED  BY  THE  U.S.  DEPARTMENT  OF  COMMERCE, 
EXIMBANK  AND  THE  SBA.   THE  EXACT  LOCATION  AND  DESCRIPTION  OF  THE 
ONE-STOP  MODEL  ARE  STILL  IN  THE  DESIGN  STAGE.   THE  "SHOPS"  WOULD 
MAKE  IT  EASIER  FOR  A  BUSINESS  INTERESTED  IN  SELLING  ITS  PRODUCTS 
ABROAD  TO  COME  TO  SUCH  AN  EXPORT  ASSISTANCE  CENTER  AND  RECEIVE 
HANDS-ON  GUIDANCE  FROM  SKILLED  TRADE  SPECIALISTS  FROM  EACH  OF  THE 
PARTICIPATING  AGENCIES  ALL  UNDER  ONE  ROOF.   THIS  MODEL  WILL  BE 
DEVELOPED  AND  TESTED  ON  A  PILOT  BASIS,  AND  IT  IS  HOPED  THAT  THE 
LESSONS  LEARNED  FROM  THIS  MODEL  CAN  BE  REFINED  AND  REPLICATED 
WITHIN  THE  TRADE  PROMOTION  AGENCIES.   THE  ONE-STOP  SHOPS  COULD 
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PROVIDE  "SEAMLESS"  DELIVERY  TO  EXPORTERS  OF  ALL  INTERNATIONAL 
TRADE  PROGRAMS  OFFERED  BY  THE  VARIOUS  GROUPS  AND  EVENTUALLY 
BECOME  A  TURNKEY  SERVICE  AT  SEVERAL  SITES  THROUGHOUT  THE  NATION. 

THE  ONE-STOP  SHOP  PILOT  IS  JUST  ONE  INITIATIVE  TO  EVOLVE  OUT 
OF  THE  TPCC.   THE  COMMITTEE  HAS  OPENED  AN  INVALUABLE  DIALOGUE 
AMONG  THE  MEMBER  AGENCIES.   TO  ENSURE  THAT  THE  SMALL  BUSINESS 
PERSPECTIVE  IS  HEARD  DURING  THIS  DIALOGUE  AND  INCORPORATED  INTO 
ALL  TPCC  INITIATIVES,  SBA  SHOULD  ASSUME  AN  APPROPRIATE  LEADERSHIP 
ROLE  WITHIN  THE  TPCC  COMMITTEE  STRUCTURE.   THIS  WOULD  IMPROVE  THE 
EFFICIENCY  WITH  WHICH  EXPORT  DEVELOPMENT  PROGRAMS  ARE  DELIVERED 
TO  SMALL  BUSINESSES  AND  ENCOURAGE  OTHER  AGENCIES  TO  PROMOTE  THEIR 
PROGRAMS  THROUGH  SBA'S  UNEQUALED  NETWORK. 

AN  INTERNATIONAL  TRADE  CERTIFICATION  PROGRAM  FOR  ALL  SBA 
TRADE  PERSONNEL  WOULD  RAISE  THE  LEVEL  OF  PROFESSIONALISM  OF  ITS 
DELIVERY  SYSTEM  AND  ENSURE  THAT  SMALL  BUSINESS  CLIENTS  RECEIVE 
THE  NECESSARY  COUNSELING  AND  TECHNICAL  ASSISTANCE  TO  SUCCEED 
INTERNATIONALLY . 

ANOTHER  IMPORTANT  COMPONENT  OF  SBA'S  NETWORK,  BESIDES  WELL- 
TRAINED  FIELD  PERSONNEL,  IS  THE  SBDC  SYSTEM.   OF  THE  56  LEAD 
CENTERS,  21  HAVE  DESIGNATED  INTERNATIONAL  TRADE  CENTERS  THAT 
PROVIDE  ONE-ON-ONE  COUNSELING.   ALL  SBDCs  PROVIDE,  AT  A  MINIMUM, 
REFERRAL  TO  APPROPRIATE  TRADE  RESOXTOCES.   THE  POTENTIAL  IMPACT  OF 
THIS  935-LOCATION  NETWORK  IS  ENORMOUS.   OIT  WORKS  CLOSELY  WITH 
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SBA'S  SBDC  OFFICE  TO  COORDINATE  SBA'S  TRADE  INITIATIVES  AND  TO 
COORDINATE  DELIVERY  OF  SERVICES.   OIT  OFFERS  INPUT  INTO  THE 
COOPERATIVE  AGREEMENTS  BETWEEN  SBA  AND  THE  SBDCs,  BUT  HE  DO  NOT 
HAVE  A  FORMAL  MEANS  OF  CONTRIBUTING  TO  THEIR  INTERNATIONAL  TRADE 
PROGRAMS  AND  ACTIVITIES.   SUCH  A  MEANS  WOULD  ENSURE  A  MORE 
CONSISTENT,  EFFECTIVE  DELIVERY  OF  INTERNATIONAL  TRADE  SERVICES  TO 
SMALL  BUSINESSES. 

LACK  OF  ACCESS  TO  CAPITAL  IS  OFTEN  CITED  AS  A  BARRIER  TO 
SMALL  BUSINESS  EXPORTING.   THE  1988  TRADE  ACT  REQUIRES  SBA  TO 
"AGGRESSIVELY  MARKET  ITS  EXPORT  FINANCING  PROGRAMS."   OVER  THE 
PAST  THREE  YEARS,  AS  SBA'S  EXPORT  LOAN  VOLUME  HAS  INCREASED, 
SMALL  BUSINESSES  ARE  MORE  FREQUENTLY  TURNING  TO  THE  SBA  TO  SOLVE 
THEIR  EXPORT  FINANCE  PROBLEMS.   ALTHOUGH  SBA'S  EXPORT  LOAN  VOLUME 
HAS  GROWN  RAPIDLY  OVER  THE  PAST  THREE  YEARS,  AS  A  PERCENTAGE  OF 
TOTAL  SMALL  BUSINESS  EXPORTS,  THE  AMOimTS  FINANCED  BY  SBA  REMAIN 
RELATIVELY  SMALL.   A  SIMPLIFIED,  STREAMLINED  LOAN  APPLICATION 
PROCESS  WOULD  MAKE  THE  PROGRAMS  MORE  "USER-FRIENDLY"  FOR  BOTH 
BANKS  AND  SMALL  BUSINESSES.   FOR  EXAMPLE,  THE  AGENCY  COULD 
CONSIDER  AMENDING  ITS  POLICIES  TO  ALLOW  THOSE  PREFERRED  AND 
CERTIFIED  LENDERS  (PLPs  AND  CLPs)  HAVING  EXPORT  FINANCE 
EXPERIENCE  TO  MAKE  ERLC  LOANS  UNDER  STREAMLINED  PLP  AND  CLP 
PROCEDURES. 
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SBA  REGULATIONS  CURRENTLY  PROHIBIT  LENDERS  FROM  MAKING  ERLC 
LOANS  UNDER  PLP  AND  CLP  PROCEDURES.   PREFERRED  LENDERS  HAVE 
COMPLETE  AUTHORITY  TO  MAKE  SEA-GUARANTEED  LOANS  WITHOUT  OBTAINING 
PRIOR  APPROVAL  FROM  SBA;  SBA  USES  THE  CREDIT  PRESENTATION  OF 
CERTIFIED  LENDERS  TO  PLEDGE  A  THREE-DAY  TURNAROUND  ON  CLP  LOANS. 
STREAMLINING  THE  APPLICATION  PROCESS  THROUGH  THE  PLP  AND  CLP 
PROGRAMS  SHOULD  INDUCE  MORE  LENDERS  TO  PROVIDE  EXPORT  FINANCE 
SERVICES  TO  SMALL  BUSINESSES. 

AS  SMALL  BUSINESSES  CLEAR  THE  INITIAL  HURDLES  OF  EXPORTING, 
SUCH  AS  OBTAINING  FINANCING,  AND  SEEK  TO  EXPAND  THEIR  MARKETS, 
THEIR  INFORMATION  AND  ASSISTANCE  NEEDS  BECOME  MORE  SOPHISTICATED. 
STRATEGIC  ALLIANCES  AND  JOINT  VENTURE  OPPORTUNITIES  ARE  AN 
INCREASINGLY  IMPORTANT  FOREIGN-MARKET-ENTRY  STRATEGY  FOR  SMALL 
BUSINESSES.   JOINT  VENTURES  IMPROVE  SMALL  BUSINESSES'  WORLD 
COMPETITIVENESS.   SEVERAL  FEDERAL  AGENCIES  THROUGH  THEIR  OVERSEAS 
OFFICES  AND  MANY  U.S. -BASED  FOREIGN  GOVERNMENT  ENTITIES  IDENTIFY 
JOINT  VENTURE  PARTNERS.   SMALL  BUSINESSES,  HOWEVER,  GENERALLY  ARE 
UNAWARE  OF  THESE  OPPORTUNITIES.   A  DATABASE,  DEVELOPED  AND 
MAINTAINED  BY  THE  SBA,  WOULD  BE  A  FIRST  STEP  TO  ENSURE  THAT  SMALL 
COMPANIES  ARE  KEPT  ABREAST  OF  THE  LATEST  OPPORTUNITIES.   THE 
INFORMATION  COULD  BE  DISSEMINATED  THROUGH  OUR  NETWORK,  INCLUDING 
THE  AGENCY'S  NEW  ELECTRONIC  BULLETIN  BOARD,  SBA  ON-LINE. 
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SBA'S  TRADE  DEVELOPMENT  PROGRAMS 

SBA  OFFERS  A  WIDE  RANGE  OF  ASSISTANCE  TO  SMALL  COMPANIES  AT 
ALL  STAGES  OF  THE  EXPORT  CONTINUUM.   SMALL  BUSINESS  EXPORTERS 
RECEIVE  BASIC  COUNSELING  AND  TRAINING  THROUGH  SBA'S  RESOURCE 
PARTNERS,  SCORE  AND  SBDCs.   BOTH  PARTNERS  CONDUCT  REGULAR 
TRAINING  SEMINARS  ON  EXPORT  TOPICS,  SUCH  AS  HOW  TO  PREPARE  AN 
INTERNATIONAL  BUSINESS  PLAN. 

SEVERAL  SBA  REGIONS  HAVE  TAKEN  THIS  TYPE  OF  BASIC  TRAINING  A 
FEW  STEPS  FURTHER  AND  ARE  TESTING  A  MODEL  TO  PROVIDE  INTENSIVE 
GUIDANCE  TO  NEW-TO-EXPORT  CLIENTS.   THAT  MODEL,  REFERRED  TO  AS 
THE  EXPORT-TRADE  ASSISTANCE  PARTNERS,  OR  "E-TAP,"  COMBINES  THE 
RESOURCES  AND  EXPERTISE  OF  SBA'S  FIELD  OFFICES,  SCORE,  SBDCS, 
SBIS  AND  OTHER  STATE/LOCAL/PRIVATE  TRADE  ORGANIZATIONS.   THIS 
INNOVATIVE  "TEAM  CONCEPT"  APPROACH  IS  A  COST-EFFECTIVE  WAY  TO 
ASSIST  NEW-TO-EXPORT  SMALL  BUSINESSES.   BUSINESSES  ARE  SELECTED 
BY  SBA  FIELD  OFFICES  OR  RESOURCE  PARTNERS  TO  PARTICIPATE  IN  SMALL 
GROUPS,  WHERE  THEY  RECEIVE  CUSTOMIZED  TRAINING  AND  ONE-ON-ONE 
COUNSELING  FOR  UP  TO  THREE  YEARS.   THE  FIRMS  ARE  "WALKED  THROUGH" 
THE  EXPORT  PROCESS  UNTIL  THEY  ACHIEVE  A  MEASURE  OF  EXPORT 
CAPABILITY  AND  CAN  EFFECTIVELY  USE  THE  LOCAL,  STATE  AND  FEDERAL 
RESOURCES  AVAILABLE  TO  THEN. 

SBA  FIELD  OFFICES  MAKE  AVAILABLE  A  WEALTH  OF  INFORMATION  FOR 
THE  EXPORTER.   SBA  PUBLISHES  A  NUMBER  OF  LOW-COST  OR  FREE 
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PUBLICATIONS  TO  SMALL  BUSINESSES.   THE  EXPORTER'S   GUIDE  TO 
FEDERAL  RESOURCES  FOR  SMALL  BUSINESS   HAS  BEEN  DISTRIBUTED  TO  OVER 
100,000  SMALL  BUSINESS  EXPORTERS.   THE  PUBLICATION  HAS  DEVELOPED 
IN  1987  IN  COOPERATION  WITH  THE  INTERAGENCY  TASK  FORCE  ON  TRADE; 
A  1992  REVISED  EDITION  WAS  COORDINATED  WITH  THE  TPCC. 

ANOTHER  RECENT  PUBLICATION,  OPPORTUNITY  IN  HEXICX):      A  SHALL 
BUSINESS  GUIDE,    PROVIDES  A  COMPREHENSIVE  OVERVIEW  OF  THE 
POTENTIAL  FOR  TRADE  WITH  MEXICO.   OIT  HAS  DISTRIBUTED  OVER  40,000 
COPIES  OF  THIS  BOOK  TO  DATE,  FREE  OF  CHARGE,  THROUGH  THE  SBA 
DISTRICT  OFFICES  AND  FROM  OIT.   SBA  IS  COSPONSORING  A  SERIES  OF 
MARKET-SPECIFIC  RESOURCES  GUIDES.   WE'RE  CURRENTLY  DISTRIBUTING 
GUIDES  ON  JAPAN  AND  SPAIN;  AN  ISRAEL  GUIDE  IS  IN  PROCESS. 
BREAKING  INTO  THE  TRADE  GAME:      A  SMALL  BUSINESS  GUIDE  TO 
EXPORTING,    AN  INTRODUCTORY  GUIDE  TO  EXPORTING,  IS  IN  PRINTING  AND 
SHOULD  BE  AVAILABLE  TO  THE  PUBLIC  IN  AUGUST. 

OTHER  SBA  PROGRAMS  FOR  SMALL  BUSINESS  EXPORTERS  ARE  THE  A) 
EXPORT  LEGAL  ASSISTANCE  NETWORK    (ELAN) ,  AND  B)  THE  AUTOMATED 
TRADE  LOCATOR  ASSISTANCE  SYSTEM    ( SBA tl as) .   THROUGH  A  COOPERATIVE 
AGREEMENT  AMONG  THE  SBA,  THE  U.S.  DEPARTMENT  OF  COMMERCE  AND  THE 
FEDERAL  BAR  ASSOCIATION,  ELAN  PROVIDES  INTERNATIONAL  TRADE  LEGAL 
ASSISTANCE  ON  A  FREE,  INITIAL  CONSULTATION  BASIS  TO  SMALL 
BUSINESSES  INTERESTED  IN  STARTING  EXPORT  OPERATIONS.   THE 
CONSULTATION  MAY  INCLUDE  DISCUSSIONS  ON  INTERNATIONAL  CONTRACTS, 
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AGENT/DISTRIBUTOR  AGREEMENTS,  EXPORT  LICENSING,  AND  OTHER  LEGAL 
TOPICS. 

ATLAS  IS  THE  SBA'S  NEWEST  TRADE  ASSISTANCE  PROGRAM  AND 
PROVIDES  SMALL  BUSINESSES  WITH  FREE  INTERNATIONAL  TRADE 
STATISTICS  FOR  VIRTUALLY  ANY  PRODUCT,  INCLUDING  THE  TOP  35  IMPORT 
MARKETS  FOR  ANY  PRODUCT.   ATLAS  ALSO  PROVIDES  INTERNATIONAL  TRADE 
STATISTICS  FOR  THE  TOP  20  U.S.  PRODUCTS  BEING  IMPORTED  TO  OR 
EXPORTED  FROM  SPECIFIC  COUNTRIES.   THIS  SERVICE  IS  AVAILABLE 
THROUGH  SBA  FIELD  OFFICES,  SCORE  CHAPTERS,  SBDCs  AND  SBIS. 

A  HIGHLY  EFFECTIVE  PROGRAM  OIT  BEGUN  THREE  YEARS  AGO  IS  THE 
SPECIAL  FIELD  INITIATIVES  (SFI)  FXJNDING.   EACH  YEAR,  OIT  DIRECTS 
A  DISCRETE  AMOUNT  IN  OUTREACH  FXJNDS  TO  SBA  FIELD  OFFICES,  WHICH 
SUBMIT  PROPOSALS  FOR  INNOVATIVE  AND  UNIQUE  INTERNATIONAL  TRADE 
PROJECTS.   THE  SFI  FINDING  WAS  IMPLEMENTED  BECAUSE  OF  LIMITED  SBA 
DISTRICT  FUNDS  FOR  INTERNATIONAL  TRADE  ACTIVITIES.   OIT  DIRECTED 
FUNDS  TO  AREAS  WHERE  INTEREST  IN  SMALL  BUSINESS  EXPORTING  WAS 
HIGHEST  AND  ACTIVITIES  WERE  TAILORED  TO  BE  MOST  EFFECTIVE.   TYPES 
OF  PROJECTS  FUNDED  INCLUDE:   SELECTING   SMALL  BUSINESSES  WITH 
EXPORT  POTENTIAL,  TRAINING  THEM  THROUGH  COOPERATIVE  PROGRAMS  WITH 
UNIVERSITIES,  AND  ASSISTING  THEM  TO  EXHIBIT  IN  TRADE  SHOWS  OR 
PARTICIPATE  IN  TRADE  MISSIONS;  TELECONFERENCES  ON  SELECTED 
INTERNATIONAL  TOPICS  FOR  SMALL  BUSINESS  AUDIENCES;  AND 
CONFERENCES  AND  TRADE  EVENTS  IN  COOPERATION  WITH  OTHER 
ORGANIZATIONS.   SFI  FUNDS  HAVE  BEEN  LEVERAGED  SUCCESSFULLY  WITH 
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OTHER  TRADE  GROUPS'  AND  GOVERNMENT  ORGANIZATIONS'  FUNDS  OR  IN- 
KIND  SERVICES.   BECAUSE  OF  THIS  CAREFUL  LEVERAGING  OF  FUNDS  AND 
THE  INNOVATIVE  NATURE  OF  THE  PROJECTS  CHOSEN,  THE  SPECIAL  FIELD 
INITIATIVES  PROGRAM  HAS  VASTLY  EXTENDED  THE  REACH  OF  SBA'S  SMALL 
BUSINESS  EXPORT  ASSISTANCE. 

THE  SUCCESS  OF  SFI  LED  TO  THE  IMPLEMENTATION  OF  A  SIMILAR 
PROGRAM  FOR  THE  "WOMEN  GOING  INTERNATIONAL"  SERIES  OF  CONFERENCES 
OIT  COSPONSORS  WITH  SBA'S  OFFICE  OF  WOMEN'S  BUSINESS  OWNERSHIP. 
IN  1992,  MORE  THAN  1,300  WOMEN  BUSINESS  OWNERS  RECEIVED  TRAINING 
IN  EXPORT  BASICS  AS  A  RESULT  OF  THIS  INITIATIVE.   WE  EXPECT  TO 
REACH  ABOUT  1,500  IN  THIS  YEAR'S  PROGRAM. 

SBA  ALSO  ASSISTS  SMALL  FIRMS  TO  EXPORT  INDIRECTLY  THROUGH 
THE  USE  OF  TRADE  INTERMEDIARIES  KNOWN  AS  EXPORT  MANAGEMENT 
COMPANIES  (EMCs)  AND  EXPORT  TRADING  COMPANIES  (ETCs) ,  A  MANDATE 
OF  THE  1988  TRADE  ACT.   FOR  EXAMPLE,  IN  OCTOBER  1993,  THE  FOURTH 
ANNUAL  EMC/ETC  "EXPORT  MATCHMAKER"  WILL  BE  HELD  IN  NEWARK,  NEW 
JERSEY,  WHERE  OVER  THE  PAST  THREE  YEARS  MORE  THAN  2,000 
PARTICIPANTS  HAVE  SUCCESSFULLY  CONDUCTED  BUSINESS  TOTALING  MORE 
THAN  6  MILLION  DOLLARS  IN  EXPORT  SALES.   FOR  MANY  SMALL  BUSINESS 
PARTICIPANTS,  THESE  CONFERENCES  PROVIDED  THEIR  FIRST  EXPOSURE  TO 
EXPORTING  THROUGH  EMCs  AND  ETCs. 

SBA  ALSO  HELPS  SMALL  BUSINESSES  TO  SECURE  EXPORT  FINANCING. 
THE  DOLLAR  VALUE  OF  SBA  GUARANTEED  LOANS  TO  SMALL  BUSINESSES  THAT 
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EXPORT  NEARLY  DOUBLED  OVER  THE  LAST  FISCAL  YEAR,  JUMPING  FROM 
$123  MILLION  IN  FISCAL  YEAR  1991  TO  $241  MILLION  IN  1992.    THE 
EXPORTER  CAN  CHOOSE  ONE  OF  SEVERAL  LOAN  PROGRAMS,  DEPENDING  ON 
THE  TYPE  OF  FINANCING  NEEDED.   IN  ADDITION  TO  THE  7(A)  LOAN 
PROGRAM,  WHICH  PROVIDES  LONGER-TERM  CAPITAL  FOR  SMALL  COMPANIES, 
SBA'S  FINANCIAL  SERVICES  INCLUDE  TWO  LOAN  PROGRAMS  DESIGNED 
SPECIFICALLY  FOR  INTERNATIONAL  TRADE.   THE  EXPORT  REVOLVING  LINE 
OF  CREDIT  (ERLC)  PROGRAM  HELPS  SMALL  BUSINESSES  OBTAIN  SHORT-TERM 
WORKING  CAPITAL  TO  FINANCE  THE  EXPORT  OF  THEIR  PRODUCTS  AND 
SERVICES.   THE  PROGRAM  OFFERS  REPAYMENT  GUARANTIES  TO  ELIGIBLE 
LENDERS  WHO  ARE  UNABLE  OR  UNWILLING  TO  PROVIDE  EXPORT  FINANCING 
WITHOUT  SBA'S  GUARANTY.   SBA  CAN  GUARANTEE  85  PERCENT  OF  THE  LOAN 
AMOUNT  UP  TO  A  LIMIT  OF  $750,000.   THE  MAXIMUM  GUARANTY  FOR  LOANS 
UP  TO  $155,000  IS  90  PERCENT.   APPLICANTS  CAN  HAVE  OTHER  SBA 
LOANS  IN  ADDITION  TO  AN  ERLC,  BUT  THE  SBA  CANNOT  GUARANTEE  MORE 
THAN  $750,000  IN  LOANS  TO  ANY  ONE  BORROWER,  UNLESS  THE  BORROWER 
HAS  ALSO  SECURED  AN  INTERNATIONAL  TRADE  LOAN  (SEE  BELOW) .   ERLC 
LOAN  MATURITY  IS  BASED  ON  THE  APPLICANT'S  BUSINESS  CYCLE,  BUT 
CANNOT  —  TOGETHER  WITH  ALL  RENEWALS  —  EXCEED  36  MONTHS. 
MATURITIES  ARE  USUALLY  FOR  ONE  YEAR  WITH  OPTIONS  TO  RENEW  AT  THE 
DISCRETION  OF  SBA  AND  THE  LENDER.   INTEREST  RATES  ARE  SET  THROUGH 
NEGOTIATIONS  BETWEEN  THE  APPLICANT  AND  THE  PARTICIPATING  LENDER, 
WITH  MAXIMUMS  SPECIFIED  BY  SBA,   IN  FY  1992,  78  ERLCs  WERE 
GUARANTEED,  TOTALING  $30  MILLION. 
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THE  INTERNATIONAL  TRADE  LOAN  (ITL)  PROGRAM  HAS  ESTABLISHED 
IN  1988  TO  HELP  SMALL  BUSINESSES:   1)  COMPETE  MORE  EFFECTIVELY 
WITH  IMPORT  COMPETITION,  OR   2)  EXPAND  EXISTING  EXPORT  MARKETS. 
UNDER  THE  ITL  PROGRAM,  SBA  CAN  GUARANTEE  UP  TO  $1,000,000  FOR 
FACILITIES  AND  EQUIPMENT,  AS  WELL  AS  $250,000  FOR  WORKING 
CAPITAL. 

THIS  YEAR,  SBA  AND  THE  BANKERS'  ASSOCIATION  OF  FOREIGN  TRADE 
(BAFT)  WILL  SPONSOR  A  SERIES  OF  BANKERS'  WORKSHOPS  TO  EDUCATE 
SMALL  LENDING  INSTITUTIONS  ON  THE  IMPORTANCE  OF  PROVIDING  EXPORT 
FINANCING  TO  SMALL  BUSINESSES.   HISTORICALLY,  SMALL  BANKS  HAVE 
NOT  HAD  THE  EXPERIENCE  OR  RESOURCES  TO  PROVIDE  TRADE  FINANCE, 
ESPECIALLY  TO  SMALL  BUSINESSES.   SBA  IS  TRYING  TO  EDUCATE  THE 
LENDERS,  SO  THAT  SMALL  BUSINESSES  WILL  HAVE  EASIER  ACCESS  TO 
EXPORT  FINANCING.   FOUR  CITIES  HAVE  BEEN  SELECTED  AS  SITES  FOR 
THE  SERIES:   CHARLOTTE,  NC;  HOUSTON;  ST.  LOUIS;  AND  BOSTON. 

INFORMATION  ON  ALL  SBA  INTERNATIONAL  TRADE  PROGRAMS  IS 
AVAILABLE  FROM  THE  OFFICE  OF  INTERNATIONAL  TRADE  AT  202-205-6720, 
OR  FROM  THE  SBA  ANSWER  DESK,  1-800-8-ASK-SBA. 

SBA  STANDS  READY  TO  COOPERATE  WITH  ITS  SISTER  AGENCIES  ON 
IMPROVING  DELIVERY  OF  INTERNATIONAL  TRADE  SERVICES  TO  SMALL 
BUSINESSES.   THANK  YOU  FOR  THE  OPPORTUNITY  TO  PRESENT  THIS 
INFORMATION. 
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U.S.  TRADE  AND  DEVELOPMENT  AGENCY 

TESTIMONY  OF  NANCY  D.  FRAME 

ACTING  DIRECTOR 

U.S.  TRADE  AND  DEVELOPMENT  AGENCY 

BEFORE  THE  COMMITTEE  ON  SMALL  BUSINESS 

SUBCOMMITTEE  ON 

RURAL  ENTERPRISES,  EXPORTS,  AND  THE  ENVIRONMENT 

JULY  26,  1993 

Good  morning  Mr.  Chairman  and  members  of  the  Subcommittee.     1 
am  pleased  to  be  here  this  morning  to  discuss  how  the  U.S.  Trade  and 
Development  Agency  (TDA)  assists  U.S.  companies  to  compete  in 
overseas   markets,   thereby  increasing  exports  of  U.S.   goods  and 
services.     You  have  asked  TDA  to  address  four  issues:     why  TDA  is 
involved   in    trade   development;    what   specific    trade   development 
programs  TDA  manages;  how  TDA  helps  small  businesses;  and  what 
tools  TDA  needs  to  help  America  become  more  competitive.     I  will 
address  each  of  these  issues  in  my  testimony. 


Why    is    TDA    involved    in    trade    development?    TDA  is  a 

commercially-oriented  foreign   assistance  program.      Our  mission   is  to 
assist   developing   and   middle-income   countries   to  plan   major 
infrastructure  and  industrial  projects  and  at  the  same  time  to  assist 
U.S.  companies  in  exporting  to  these  projects.     TDA  accomplishes  this 
mission  by  providing  grants  to  developing  countries  to  fund 
feasibility  studies  and  other  project  planning  services  on  their  major 
capital  projects.     The  TDA-funded  studies,  which  are  carried  out  by 
U.S.  firms,  are  designed  to  determine  the  technical,  economic,  and 
financial  feasibility  of  these  projects  and  to  provide  detailed  data 
that  enable  countries  to  make  decisions  on  how  to  proceed  with 
project    implementation. 

There   is  no  doubt  that  capital  projects   in  developing  countries 
offer  significant  opportunities   for  U.S.  exporters,   both   large  and 
small.     Export  sales  to  major  projects  in  a  country  can  provide  U.S. 
firms   with   market  entry   and  exposure,   thus   helping   them  establish   a 
position   in  sectors  that  would  otherwise   be   very  difficult  to 
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penetrate.      However,  U.S.   finns  are  often  disadvantaged  in  competing 
for  these   major  projects   because  other  governments   have  sizable 
programs  to  assist  their  firms  in  a  variety  of  ways. 

To  attempt  to  "level  the  playing  field,"  TDA  uses  its  funds  to 
position  U.S.  firms  in  the  early  planning  phases  of  these  projects.     Our 
basic  operating  premise  is  that  if  U.S.  firms  are  engaged  in  the  initial 
stages  of  a  project,  then  the  likelihood  of  U.S.  exports  to  downstream 
activities  is  greatly  increased.     Through  this  process,  TDA  leverages 
U.S.  tax  dollars  for  the  maximum  benefit  of  both  the  recipient 
country  and  the  U.S.  private  sector:     we  bring  U.S.  expertise  to 
developing  nations  and  capture  reciprocal  benefits  for  the  United 
States  in  the  form  of  increased  exports  and  jobs. 

To  date,  U.S.  exports  associated  with  TDA  projects  are  over  $4.6 
billion.     Since  our  beginning  in   1980,  TDA's  expenditures  total  over 
$240  million;  of  that  amount,  over  $70  million  was  obligated  in  the 
last  two  fiscal  years.     Computing  an  accurate  cost-benefit  ratio  for 
TDA-funded  studies  is  difficult  because  insufficient  time  has  passed 
for  projects  funded  in  the  last  three  fiscal  years  to  have  been 
implemented.     If  the  $4.6  billion  export  figure  is  matched  with 
obligations  of  $170  million,  the  amount  obligated  as  of  fiscal  year 
1990,  TDA-funded  projects  have  already  been  associated  with  over 
$25  in  U.S.  exports  for  every  taxpayer  dollar  spent.     Significantly 
greater  U.S.  exports  are  expected  as  more  projects  move  toward 
implementation.     Moreover,  by  using  the  often  quoted  statistic  that 
for  every  billion  dollars  of  exports  20,000  jobs  are  created,  TDA 
projects  have  had  a  hand  in  creating  over  90,000  U.S.  jobs. 


What    speciflc    trade    development    programs    does    TDA  - 
manage?     The  largest  share  of  TDA's  budget  is  spent  on  funding 
feasibility  studies.     TDA  also  provides  U.S.  companies  with  export 
information  and  access  to  foreign  officials  who  are  responsible  for 
implementing  major  projects.     TDA  tracks  the  progress  of  a  project 
after  a  feasibility  study  is  completed  in  order  to  obtain  procurement 
information  for  U.S.  companies.     This  information  is  disseminated  in  a 
variety  of  ways.     For  example,  TDA  provides  project  information  to 
U.S.  companies  through  a  TDA  publication  called  the  TDA   Bi-Weekly. 
This  publication  provides   U.S.   suppliers  and  manufacturers  with  up- 
to-date  information  and  contact  names  and  numbers  on  TDA- 
supported  projects.     The  publication  is  available  by  subscription  and 
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through  the  National  Trade  Data  Bank  of  the  Department  of 
Commerce. 

We  also  provide  export  information  to  U.S.  companies  by  means 
of  business   briefings  and  orientation  visits  of  foreign  officials  who 
are   responsible   for   implementing   major  capital  projects   in   their 
countries.      These   orientation   visits  are  particularly   helpful  to  small 
businesses  that  through  them  gain  access  to  foreign  officials  and 
information   about   the   export   opportunities   in   major   projects   without 
incurring  the  high  cost  of  travel  to  the  foreign  country.     TDA  often 
co-sponsors   these   orientation   visits   with   U.S.   industry. 

Technical  symposia  are  another  way  we  familiarize  officials  of 
foreign  governments  with  U.S.  goods  and  services  and  encourage  U.S. 
companies  to  export  to  developing   and  middle-income  countries. 
TDA  has  sponsored  a  variety  of  these  meetings  geared  to  the  needs 
of  specific  export  industries  of  the  United  States.     Symposia  are 
generally  conducted  in  cooperation  with,  and  co-funded  by,  industry 
and  other  U.S.  Government  agencies. 

Finally,  TDA  funds  trade-related  training.     When  a  U.S.  firm  has 
been  short-listed  for  an  international  contract  award,  TDA  may  offer 
a  training  grant  to  offset  similar  assistance  being  supplied  by  the 
governments  of  the  U.S.  finn's  competitors.     These  grants  can  often 
make  the  difference  for  U.S.  finns  facing  stiff  international 
competition. 

Before  moving  to  your  next  question,  I  would  like  to  say  a 
word  about  how  TDA,  as  an  active  member  of  the  Trade  Promotion 
Coordinating  Committee  (TPCC)  is  working  with  other  Federal 
Government  agencies  to  coordinate  our  export  activities  with  other 
trade  promotion  agencies  to  assist  U.S.  exporters. 

TDA's  program  of  funding  feasibility  studies  and  related 
activities  is  directed  toward  those  major  projects  where  there  is  a 
high  likelihood  that  the  project  will  be  implemented.     TDA  has  a 
strong  interest  in  ensuring  a  close  link  between  its  own  funding  for 
project  feasibility  studies  and  the  financing  for  project 
implementation,  which  is  the  stage  at  which  the  bulk  of  U.S.  exports 
result.     Consequently,  TDA  works  closely  with  other  U.S.  Government 
agencies  such  as  the  Department  of  Commerce,  the  Export-Import 
Bank,  the  Overseas  Private  Investment  Corporation,  and  the  Agency 
for  International  Development,  as  well  as  the  multilateral 
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development  banks.     In  this  way,  TDA  has  been  successful  in 
supporting   both   U.S.   commercial   interests   and   the   development 
objectives   of  friendly  countries   around   the   world. 

The  U.S.  and  Foreign  Commercial  Service  of  the  Department  of 
Commerce   provides  essential   assistance   and   support  to  TDA   overseas. 
TDA  Regional  Directors  and  TDA  Definitional  Mission  contractors 
routinely  seek  the  advice  of  the  industry  and  country  specialists  in 
the  International  Trade  Administration  (ITA)   of  the   Department  of 
Commerce  when  TDA  is  reviewing  potential  projects.      Appropriate 
ITA  officers  are  also  invited  to  attend  debriefings  by  U.S.  firms  who 
have   completed   feasibility   study   reports. 

In  addition  to  receiving  its  foreign  policy  guidance  from  the 
Department  of  State,  TDA  does  not  fund  any  project  without  the 
agreement  of  the  relevant  U.S.  Embassy.     As  a  result,  coordination 
between  TDA  and  the  Department  is  constant.     The  Ambassador  often 
signs  TDA's  grants,  and  Embassy  officials  coordinate  itineraries  for 
TDA  when  the  Director  and  Regional  Directors  visit  their  posts. 

TDA  Regional  Directors  and  Definitional  Mission  contractors  are 
required  to  consult  with  the  Export-Import  Bank  of  the  United  States 
on  every  feasibility  study,  as  the  Export-Import  Bank  is  a  potential 
source  of  financing  for  the  follow-on  project  implementation.     For 
projects  that  will  be  financed  by  U.S.  investors,  TDA  coordinates  with 
OPIC  in  the  same  way  it  coordinates  with  Export-Import  Bank. 

TDA  requires  that  the  DM  contractors  discuss  the  proposed 
study  that  they  are  assessing  for  us  with  the  A.I.D.  Mission  in- 
country.     TDA  also  requires  that  DM  contractors  consult  with  relevant 
technical  agencies  such  as  the  Department  of  Energy,  the 
Environmental  Protection  Agency,  and  the  Department  of 
Transportation.     TDA  has  undertaken  a  number  of  jointly-funded 
conferences,   symposia,   business   briefings,   training  and  orientation 
visits  with  these  agencies. 


How   does  TDA   help   small   business?     TDA  provides  small 
businesses  access  to  overseas  export  opportunities  in  a  number 
of  ways.       In  assessing  whether  to  fund  a  feasibility  study,  TDA 
contracts   with   a   small   and/or   minority-owned   business   to 
undertake  a  Definitional  Mission.     Definitional  Missions  are 
essentially  pre-feasibility  studies.     Their  objective  is  to  evaluate 
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whether  a  proposed   project  meets  TDA's   funding  criteria. 
Through    this    process,    small    and    minority-owned   companies 
have   the   opportunity   to   meet  and  establish  contacts   with   the 
various   foreign  public   and  private   sector  officials  involved  in 
multimillion  dollar  projects  overseas.      Last  year  TDA  funded 
129  Definitional  Missions  which  represented  43%  of  TDA's  total 
activities. 

Small   businesses   also  have  the  opportunity  to  participate 
in  TDA-funded  feasibility  studies.     TDA  offers  a  feasibility  study 
grant  to  a  host  government,   which  then   selects— in  accordance 
with  competitive   bidding  procedures— a  U.S.   firm   to  carry  out 
the  study.     Small  businesses  can  bid  for  the  study  directly  or 
subcontract  with  larger  firms  to  carry  out  a  portion  of  the 
study. 

A  good  example  of  this  is  the  case  of  Birk,  Hillman  and 
Associates,  (BHA)  a  small    Florida  firm  which  was  a 
subcontractor  to  Bechtel  on  a  TDA-funded  airport  feasibility 
study  in  Trinidad.     BHA  has  continued  to  assist  Trinidad  to 
develop  the  project  following  the  completion  of  the  feasibility 
study,'  and  all  indications  are  that  this  work  will  eventually 
result  in  an  implemented  project  that  will  use  more  than  $50 
million  of  U.S.  goods  and  services.     BHA  also  has  made  tentative 
plans  to  subcontract  much  of  the  work  to  other  small  companies 
for  much  of  the  project's  design,  services  and  equipment. 

This  example  illustrates  a  case  where  a  small  U.S. 
company   got  into  international  activities  by   working  closely 
with  a  major  U.S.  company.     According  to  BHA,  the  firm  never 
would  have  had  the  resources  nor  the  reputation  to  win  the 
first  contract.     The  project  manager  told  TDA  "We  would  not 
have  been  able  to  plow  the  waves  on  our  own;  we  sailed  in  the 
wake  of  one  of  the  leading  companies  in  the  business."     Based 
on  the  experience  in  Trinidad,  BHA  won  the  prime  contract  to 
carry  out  a  second  TDA-funded  airport  study  in  Jamaica.     The 
Jamaica  project  is  scheduled  to  be  implemented  soon,  and  BHA 
is  on  the  short  list  to  develop  and  construct  the  airport.     BHA 
has  gone  on  to  develop  business  opportunities  in  Mexico  (where 
it  already  has  a  small  contract,)  Chile  and  other  countries.     The 
president  of  the  company  has  said  that  the  work  on  the  TDA 
grant  has  transformed  BHA  from  a  small  company  solely 
oriented   towards  domestic   work   into  a  growing   company   that 
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expects  50%  of  its  business  to  come  from  outside  the  United 
States  in  the  near  future. 

Hundreds  of  small   U.S.  companies  have  taken  advantage 
of  TDA-supported   project  opportunities  to  expand  their  markets 
by   supplying  goods  and  services  as   subcontractors  to  large 
firms   that  are  overseeing  the  implementation   of  TDA-related 
projects.     As  an  illustration,  in   1988  AT&T  trained  Chinese 
telecommunications   technicians  pursuant  to   a  TDA  grant  of 
$100,000.     The  grant  assisted  AT&T  to  win  a  $4.2  million 
contract  for  a  regional  switching  center.     Since  then,  two 
additional   small  contracts   have  been  signed  bringing  total  U.S. 
exports  associated  with  the  project  to  over  $5  million.     AT&T 
reports  that  to  complete  the  project,  it  used  196  U.S.  vendors 
from  28  states.     Of  these,  162  are  small  businesses  and  18  are 
women    or    minority-owned. 

TDA  also  has  funded  some  activities  specifically  to  open 
opportunities  for  small  companies  to  export  overseas.     For 
example,  TDA  provided  a  multi-year  grant  of  $1  million  to  the 
International  Business  Development  Center  (IBD),  a  not-for- 
profit  consulting  group  affiliated  with  the  Kellogg  School  of 
Business  at  Northwestern  University.     The  TDA-funded  program 
provides  intensive  support  to  small  and  medium-sized  U.S. 
exporters   by   identifying   and  carefully   screening   overseas 
buyers,   matching  them  with  appropriate  U.S.   suppliers,  and 
providing   follow-up  support  to  ensure  that  the   sale  does  not 
slip  away.     This  approach  provides  the  U.S.  company  with  the 
critical  first  export  contact  and  experience  which  will  enable  it 
to  continue  to  export  abroad.     So  far  the  program  has  focused  on 
the  middle-income  Asian  countries  of  Korea  and  Taiwan. 

The  IBD  program  has  thus  far  yielded  over  $190  million  in 
signed  contracts  (mostly  in  the  environmental  sector)  with 
another  $400  million  in  pending  sales.     This  is  an  excellent 
return  on  the  $1  million  that  TDA  invested.     In  this  program, 
TDA  funds  directly  assisted  small  and  medium-sized  businesses 
to   enter  the   international   market. 


What    tools    does    TDA    need    to    help    America    become    more 
competitive?     TDA  believes  that  it  would  be  able  to  more 
effectively  help  U.S.  exporters  if  it  received  "no  year"  funding  so  that 
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funds  remain  available  for  obligation   until   they  are  expended.      This 
authority   would   be  helpful   because  the  decisions  of  the  foreign 
governments  to  accept  our  grant  offers  are  not  always  driven  by  U.S. 
fiscal  year  deadlines.      Moreover,  work  with  overseas  posts  is 
complicated  by  distance.      "No  year"  funding  would  ensure  that  funds 
are  spent  most  effectively  on  the  purposes  for  which  they  are 
appropriated,   and   would   better  help  us   achieve  our  mission. 

In  concluding,  Mr.  Chairman,  I'd  like  to  quote  President  Clinton,  who 
recently  pledged  to   "use  every...   means   at  this  Administration's 
command  to...  have  the  kind  of  trade  policy  that  will  grow  the 
American  economy  and  benefit  the  entire  world." 

TDA  is  committed  to  working  closely  with  the  American 
business  community,  to  assist  companies  to  compete  effectively  in 
the  huge,   largely  untapped,  and  risky  markets  of  developing  and 
middle-income  countries.     This  assistance,  when  coupled  with  the 
efforts  of  the  U.S.  Government  agencies  represented  here  today,  will 
enable  the  U.S.  private  sector  to  play  an  important  role  in  promoting 
economic   growth  in  countries  around  the  world. 
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Mr.  Chairman,  I  am  pleased  to  discuss  the  role  of  the  State 
Department  in  expanding  US  exports.   I  want  to  stress  at  the 
outset  the  personal  commitment  of  Secretary  Christopher  to  the 
Congress  and  the  American  business  community  that  the 
Department  of  State  will  vigorously  support  US  business 
interests  around  the  world  as  a  top  priority. 

President  Clinton  has  identified  promoting  America's 
economic  prosperity  as  the  first  pillar  of  our  foreign  policy. 
As  Secretary  Christopher  has  pointed  out,  we  are  irreversibly 
linked  to  the  global  economy  and  our  ability  to  prosper  depends 
on  our  ability  to  compete.   This  means  we  must  harness  our 
diplomacy  to  serve  our  economic  goals. 

In  a  cable  to  all  of  our  ambassadors  in  May,  Secretary 
Christopher  set  out  a  two-fold  mission  for  our  diplomatic  posts: 
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"to  do  everything  possible  to  eliminate  barriers  to 
trade  and  investment, 

and,  at  the  same  time,  to  support  actively  US  firms 
by  seeking  out  market  opportunities  and  giving  them 
our  full  bricking  in  competitions  for  contracts  and 
projects. " 

The  Secretary  emphasized  that  he  expects  every  ambassador 
"to  take  personal  charge  of  an  integrated  program  of  trade 
promotion,  including  all  sections  and  all  constituents  posts 
(consulates  and  consulates  general) ,  to  ensure  that  this 
mandate  is  carried  out  as  effectively  as  possible." 

The  Department  of  State  is  a  statutory  member  of  the  Trade 
Promotion  Coordinating  Committee  and  is  playing  a  full  and 
active  role  in  the  intensive  deliberations  within  the  Committee 
to  develop  the  government-wide  trade  promotion  strategy  that 
will  be  submitted  to  Congress  in  September.   The  Department 
will  also  be  active  in  implementing  this  strategy. 

Let  me  take  up  at  this  point  the  specific  questions  which 
Chairman  Sarpalius  stated  in  his  letter  of  July  8  to  Secretary 
Christopher: 
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Q:   Why  is  your  Agency  involved  in  trade  development? 

A:   The  Department  of  State  has  been  engaged  in  supporting  US 
business  from  the  earliest  years  of  our  history.   Our  first 
posts  abroad  were  established  primarily  to  serve  our  commercial 
and  maritime  interests.   Supporting  US  business  is  a  top 
priority  for  our  posts  today.   Our  ambassadors  lead  an  embassy 
wide  effort  to  support  US  business,  in  which  we  provide 
guidance  and  assistance  on  political,  economic,  security  as 
well  as  commercial  matters.   While  the  US  and  Foreign 
Commercial  Service  (USFCS) ,  created  in  1979,  has  personnel  in 
68  countries  where  our  principal  markets  are  located,  State 
officers  are  responsible  for  commercial  work  in  101  countries 
where  USFCS  is  not  present.   Many  of  these  countries  are 
difficult  and  even  dangerous  places  where  our  competitors  are 
deeply  entrenched  and  markets  very  difficult  to  crack.   Yet  it 
is  often  in  these  developing  countries  where  US  busine^  needs 
embassy  assistance  the  most.   In  some  of  these  developing 
countries  there  is  considerable  potential  for  trade 
development,  and  there  are  already  major  projects  up  for  grabs. 

The  important  point  is  that  all  our  posts,  regardless  of 
what  US  agencies  are  present,  provide  services  to  American 
firms  needing  information,  counsel  or  help  with  the  many 
problems  that  can  arise  in  the  international  market  place. 
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That  includes  all  US  firms  regardless  of  size.   In  his 
message  to  ambassadors,  the  Secretary  specifically  stated  that 
the  mandate  to  put  US  business  interests  first  and  foremost 
includes  our  small  firms  as  well  as  the  large  ones. 


Q:   What  specific  trade  development  programs  does  your  Agency 
manage? 

A:   Overseas,  State  works  closely  with  Commerce  to  provide  a 
number  of  services  to  US  firms,  these  include  information, 
advice,  intervention  with  host  governments,  which  we  call 
advocacy,  and  providing  the  vital  element  of  access  for 
American  firms  to  decision  makers  in  the  local  government  and 
business  community. 

Posts  where  State  is  responsible  for  commercial  work 
provide  many  of  the  specific  services,  on  a  more  limited  scale, 
that  USFCS  posts  provide,  including  trade  opportunities,  world 
trader  data  reports  (WTDRs) ,  agent  distributor  service  (AOSs) , 
industry  sector  analysis  (ISAs) ,  international  market  insight 
reports  (IMIs) ,  dealing  with  trade  complaints,  etc.   These  are 
usually  provided  to  requesting  US  firms  through  the  Department 
of  Commerce  district  offices,  which  have  the  capability  to 
communicate  directly  with  our  posts  abroad.   These  programs  are 
administered  in  Washington  by  the  respective  product  managers 
at  the  Commerce  Department. 
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Our  posts  also  stage  or  participate  in  trade  events,  such 
as  trade  shows,  trade  missions,  catalogue  shows,  and  buyer 
missions  to  the  US,  with  the  help  of  the  Department  of  Commerce. 

Advocacy  will  often  require  the  personal  intervention  of 
our  ambassador,  regardless  of  which  agencies  are  represented  on 
his  or  her  staff.   Our  ambassadors  are  now  extremely  active  on 
behalf  of  US  firms  and,  as  I  noted  above.  Secretary  Christopher 
has  recently  stressed  to  our  ambassadors  in  all  countries  the 
vital  importance  of  their  personal  role.   In  many  countries, 
our  ambassadors  devote  more  time  to  assisting  US  business  than 
to  any  of  their  other  responsibilities. 

Because  we  work  so  closely  with  the  Commerce  Department  in 
what  is  essentially  a  joint  venture  overseas  in  support  of  US 
business,  close  cooperation  and  collaboration  between  the  two 
Departments  is  essential.   This  takes  place  at  various  levels, 
from  Secretaries  Christopher  and  Brown  down  to  the  working 
level  of  desk  officers  and  other  officials  in  both  Departments. 

Overseas,  we  have  paired  each  of  the  embassies  where  State 
is  responsible  for  commercial  work  with  a  USFCS  post  in  that 
region.   Under  this  partnership  post  arrangement,  the  USFCS 
officers  can  provide  their  expertise,  as  well  as  training, 
materials  for  trade  shows,  and  other  assistance  to  the  State 
commercial  officers  and  the  local  employees  in  the  State 
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posts.   This  arrangement  can  be  mutually  profitable  in  terms  of 
shared  data  and  better  service  to  American  business. 

We  provide  specialized  training  for  our  officers  sent 
abroad  to  do  commercial  work.   The  Foreign  Service  Institute 
has  been  expanding  its  economic  and  commercial  training 
programs  in  the  past  year.   We  now  have  6  intensive  one-week 
courses  each  year  designed  for  junior  officers  assigned  to 
commercial  work.   The  two-week  courses  for  Ambassadors  and  DCMs 
have  commercial  segments.   Recently,  FSI  offered  for  the  first 
time  an  additional  two  day  intensive  commercial  course  for 
senior  officers  who  will  be  ambassadors,  DCMs,  or  principal 
officers  in  consular  posts.   And,  of  course,  the  long 
established  nine  month  training  program  for  midlevel  economic 
officers  has  a  large  number  of  trade  policy  and  commercial 
segments.   Business  representatives  participate  in  these 
training  programs  and  provide  invaluable  insights  from  the 
private  sector  viewpoint.   Representatives  of  the  Department  of 
Commerce  and  other  TPCC  agencies  also  take  part. 

Under  Secretary  Spero  is  the  Secretary's  principal  deputy 
for  dealing  with  the  business  community.   In  the  Bureau  of 
Economic  and  Business  Affairs,  we  intend  to  appoint  a  senior 
level  Coordinator  for  Business  Affairs  to  serve  as  the  focal 
point  for  business  contact  with  the  Department.   Businesses 
will  be  able  to  call  or  write  to  this  office  (647-1942)  for 
information  and  assistance. 
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The  Bureau  of  Economic  and  Business  Affairs,  the  six 
Regional  Bureaus,  the  Bureau  of  Political  Military  Affairs,  and 
other  offices  in  the  Department  devote  considerable  time  to 
providing  information,  advice,  and  support  to  US  business 
operating  abroad.   Each  of  the  regional  bureaus  has  a 
commercial  coordinator. 

The  Department  publishes  twice  yearly  Key  Officers  of 
Foreign  Service  Posts.  A  Guide  for  Business  Representatives 
which  lists  the  key  personnel,  including  Ambassadors  and 
commercial  officers  at  all  our  posts  abroad. 

The  Department's  Overseas  Security  Advisory  Council  (OSAC) 
was  established  in  1985  to  assist  US  business  in  dealing  with 
security  concerns  overseas.   This  office  operates  an  Overseas 
Security  Electronic  Bulletin  Board  to  which  American 
businessmen  can  have  ready  access  (phone  number  703/204-6185) . 
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Q:   What  tools,  beside  additional  funding,  do  you  need  to 

increase  efforts  to  help  America  become  more  competitive? 

A:   Resources  are,  of  course,  limited  by  budget  constraints. 
With  a  few  exceptions  in  the  area  of  trade  events  (trade 
missions,  trade  shows,  etc)  where  Commerce  provides  some 
funding.  State  operates  commercial  programs,  such  as  commercial 
libraries,  travel,  communications  and  representation  for 
commercial  activity,  training,  and  salaries  and  related 
expenses.   Upgrading  commercial  libraries, improved 
communications,  and  more  training  of  our  local  personnel  abroad 
would  enable  us  to  do  a  better  job  for  American  business. 
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Q:   How  does  your  agency  help  small  businesses  become  involved 
in  exporting? 

A:   With  regard  to  small  business,  the  Department  provides  the 
full  range  of  services  it  provides  to  larger  firms.   Unlike 
Commerce  and  the  Small  Business  Administration,  State  does  not 
have  a  network  of  domestic  offices  outside  Washington  to 
service  US  business  needs,  nor  would  it  make  sense  to  duplicate 
services  provided  by  these  and  other  federal  agencies.   State 
works  closely  with  Commerce  and  SBA  in  the  context  of  the  TPCC 
to  facilitate  small  business  access  to  our  posts  abroad.   Our 
posts  communicate  directly  with  the  Commerce  Department  network 
of  district  offices  across  the  country. 

The  crucial  need  of  small  businesses,  especially  those  new 
to  exporting,  is  information.   Providing  economic,  financial 
and  commercial  information  from  around  the  world  has  been  a 
principal  function  of  the  US  Foreign  Service  since  its 
inception.   Not  only  our  commercial  sections,  but  also  our 
economic  sections  report  an  enormous  amount  of  information 
daily,  ranging  from  general  economic  conditions  (for  example, 
the  familiar  Foreign  Economic  Trends  reports  always  in  high 
demand  in  the  business  world) ,  through  sectoral  reporting  on 
basic  industries  and  best  prospects  for  American  firms,  to  very 
specific  trade  opportunities  for  specific  products. 
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We  have  been  engaged  in  a  major  effort  to  get  as  much 
economic  and  commercial  reporting  from  our  posts  as  possible 
into  the  National  Trade  Data  Bank  (NTDB) ,  an  inexpensive 
automated  data  retrieval  system  administered  by  Commerce  which 
is  readily  and  widely  available  to  American  firms. 

Small  firms  generally  need  more  help  overseas  than  larger, 
more  experienced  exporters  in  dealing  with  the  intricacies  of 
local  regulations,  unfair  trade  practices  directed  against 
them,  developing  local  contacts  including  suitable  agents, 
problems  in  getting  paid  or  remitting  earnings,  etc.   These 
problems  can  be  particularly  difficult  in  the  developing 
countries  where  State  officers  are  responsible  for  commercial 
work.   Our  officers  and  their  local  employees  are  there  to  help. 

In  Washington,  the  Department's  country  desk  officers  and 
its  functional  trade  experts  can  help  small  firms  cope  with 
these  complexities  of  international  trade. 

In  addition,  the  Department's  Office  of  Small  and 
Disadvantaged  Business  Utilization  actively  promotes  the  use  of 
small  businesses  by  Department  program  and  acquisition 
personnel,  both  domestically  and  at  our  embassies  and 
consulates  overseas.   The  Department  is  committed  to  ensuring 
that  small  businesses  receive  a  fair  share  of  the  procurement 
dollars  we  spend. 
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We  encourage  small  business  to  contact  the  Department  and 
our  posts  abroad.   We  have  been  working  within  the  TPCC  to 
strengthen  contact  between  the  three  major  elements  involved  in 
trade  development:   the  federal  government  agencies  in 
Washington,  our  posts  abroad,  and  the  local  networks  across  the 
country  which  deal  directly  with  small  business  at  the  grass 
roots . 

Finally,  I  would  like  to  emphasize  that  trade  promotion  is 
not  the  only  element  in  trade  development.   The  other  side  of 
the  same  coin  is  trade  policy.   Promotion  will  be  of  little 
avail  in  a  market  where  US  firms  are  denied  access  or  subjected 
to  discriminatory  treatment.   The  Department  of  State  is 
engaged  in  a  major  administration-wide  effort  to  eliminate  or 
reduce  barriers  to  our  firms  abroad  of  whatever  kind. 
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Cppclusion: 

The  growth  of  US  exports  in  recent  years  has  been 
impressive.   Unfortunately,  there  is  still  too  much 
concentration  in  US  exports:   50  US  companies  account  for  44% 
of  exports.   Only  105,000  US  firms  out  of  several  million 
export  at  all.   Our  biggest  firms  export;  too  many  of  our 
smaller  ones  do  not.   Our  challenge  is  to  encourage  and  assist 
small  businesses  to  export;  the  potential  benefit  to  them  and 
to  the  country  is  enormous. 
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Good  morning  Mr,  Chairman  and  Members  of  the  Subcommittee.  I 
appreciate  this  opportunity  to  describe  the  Department  of  Energy's 
activities  in  support  of  President  Clinton's  commitment  to 
increasing  U.S.  exports  and  export -related  jobs. 

The  Department  proudly  participates  in  the  activities  of  the  Trade 
Promotion  Coordinating  Committee  (TPCC) .  The  SBA  serves  as  a 
member  of  the  TPCC.  This  Committee  has  just  spent  three  months 
reviewing  all  of  the  export  activities  of  the  U.S.  Government, 
clarifying  our  objectives  for  export  promotion,  establishing 
priorities  for  the  utilization  of  resources,  and  developing  a 
strategic  direction  for  this  government  function.  One  goal  is  to 
streamline  the  government's  export  promotion  activities,  and  the 
SBA  will  play  a  lead  role  in  coordinating  assistance  to  small 
businesses.  The  strategic  plan  is  undergoing  policy  review  and 
will  be  submitted  to  Congress  by  September  30. 

Nhy  is  the  Department  of  Energy  involved  in  trade  developnent? 

The  Trade  Promotion  Coordinating  Committee  reviewed  the  potential 
contribution  that  all  agencies  might  make  to  assist  U.S.  Industry 
to  increase  exports,  and  has  noted  that  specialized  agencies,  such 
as  the  Department  of  Energy,  have  resources  that  can  be  used  very 
effectively  in  the  overall  export  program. 

In  addition,  there  are  a  number  of  legislative  requirements 
mandating  the  Department's  participation  in  trade  development.  Of 
particular  note  are  the  1983  Hatfield/Wyden  Act  that  created  the 
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Committee  on  Renewable  Energy  Commerce  and  Trade  (CORECT) ,  and, 
more  recently,  the  Energy  Policy  Act  of  1992  that  mandates  the 
creation  of  a  Committee  on  Energy  Efficiency,  Commerce,  and  Trade 
(COEECT) ,  with  a  requirement  to  establish  a  clean  coal  technology 
subgroup,  chaired  by  DOE,  under  the  Trade  Promotion  Coordinating 
Committee.  The  Energy  Policy  Act  of  1992'  also  authorizes 
establishment  of  technology  transfer  programs  for  renewable,  energy 
efficiency,  and  clean  coal  technologies. 

Committee  on  Renewable  Energy.  Commerce,  and  Trade 
The  Committee  on  Renewable  Energy,  Commerce,  and  Trade  (CORECT)  is 
legislatively  mandated  to  coordinate  efforts  by  the  Federal 
government  and  U.S.  industry  to  increase  exports  of  renewable 
energy  products  and  services,  thereby  strengthening  D.S.  industrial 
competitiveness  worldwide.  CORECT  brings  14  Federal  agencies 
together  with  users,  decision  makers,  funding  sources,  and  U.S. 
industry,  to  ensure  that  U.S.  renewable  technologies  are  considered 
for  viable  applications  around  the  world.  A  similar  program  for 
energy  efficiency  technologies  is  being  organized. 

Coal  and  Technology  Export  Initiative 

The  Coal  and  Technology  Export  Program  of  DOE's  Office  of  Fossil 
Energy  is  a  major  component  of  the  Department's  effort  to  support 
expanded  international  trade  opportunities  for  U.S.  energy 
technologies.  The  goal  of  this  program  is  to  help  U.S.  coal 
technologies  to  compete  and  capture  international  market 
opportunities  through  a  cooperative  effort  between  government  and 
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industry . 

U.S.  Clean  Coal  Technology  Transfer  Program 

The  Energy  Policy  Act  of  1992  provided  for  a  U.S.  Clean  Coal 
Technology  Transfer  Program.  The  objective  of  this  Program  is  to 
provide  financial  assistance  to  U.S.  f irms  ~  for  clean  coal 
technologies  projects  in  developing  or  transitional  market 
economies.  The  program  is  intended  to:  develop  export  markets  for 
U.S.  Clean  coal  technologies  and  services;  assist  foreign  countries 
in  meeting  energy  needs  through  the  development  of  efficient, 
economic,  and  environmentally  acceptable  coal  projects;  and  retain 
and  create  U.S.  manufacturing  and  service  jobs.  The  progrcim  is  to 
establish  appropriate  financial  mechanisms  to  increase  U.S.  firms' 
participation  in  energy  projects  utilizing  clean  coal  technologies. 

The  legislation  directed  that  DOE  serve  as  the  lead  contact  point 
for  U.S.  firms  for  development  assistance  for  foreign  clean  coal 
projects.  The  program  is  to  target  the  most  promising  markets  and 
projects  through  the  U.S.  Agency  for  International  Development  and 
other  agencies.  Components  of  the  program  include  initiation  of  a 
solicitation  process  to  select  projects  for  cost-sharing  of 
definition  activities  by  government  and  industry  and  to  provide 
information  to  assist  in  project  financing. 

Interagency  coordination  and  information  dissemination  was  formally 
established  under  the  Energy  Policy  Act  of  1992.  This  legislation 
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required  the  establishment  of  a  Clean  Coal  Technologies  Subgroup, 
chaired  by  DOE,  under  the  Commerce  Department  Trade  Promotion 
Coordinating  Committee  (TPCC) .  The  Clean  Coal  Technologies 
Subgroup  has  been  formed  and  membership  includes  members  of  U.S. 
Government  agencies  having  programs  relevant  to  cleem  coal 
technologies  exports.  The  Subgroup  has  developed  a  strategic  plan, 
and  activities  required  by  the  legislation  have  been  initiated. 
The  Small  Business  Administration  serves  as  a  member  of  the 
Subgroup.  Consultation  with  industry  and  other  relevant  non- 
governmental organizations  is  a  major  component  of  the  Subgroup 
program.  Industry  representatives  have  participated  in  all  program 
activities. 

As  noted  above,  the  Department's  specialized  resources  can  be 
leveraged  in  ways  that  provide  benefits  with  very  small  costs.  I 
will  cite  several  examples  that  demonstrate  this  point. 

Senior  officials  in  the  Department  meet  frequently  with  energy 
officials  from  countries  around  the  world.  In  some  cases,  we  have 
long-standing  bilateral  science  and  technology  agreements  with 
foreign  energy  organizations.  In  many  instances,  these  officials 
and  organizations  are  the  customers  for  U.S.  firms  marketing  energy 
equipment  and  services  abroad.  Support  for  these  U.S.  firms  is  an 
effective  and  important  contribution  that  the  Department  of  Energy 
can  make  to  the  overall  export  promotion  effort. 
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A  second  example  of  how  the  Department  supports  U.S.  exports  is  in 
the  area  of  market  development.  The  Department  works  with  U.S. 
industry  on  the  development  of  new  technologies  designed  to  help  us 
achieve  our  domestic  energy  and  environmental  goals.  We  employ  or 
fund  many  of  the  world' s  leading  experts  on  these  technologies  — 
individuals  who  command  the  respect  of  the  international  energy 
community.  The  Department  has  been  very  successful  combining  this 
expertise  with  our  contacts  with  foreign  officials  and  the  U.S. 
industry  to  conduct  technology  conferences  in  other  countries  that 
promote  the  introduction  and  utilization  of  U.S.  environmentally 
sound,  safe,  and  competitive  energy  technologies. 

This  leads  to  your  next  question  —  how  do«s  thB  Dapartmant  h«lp 
•mall  baslnasses  becona  Involvad  in  axportlng? 

Over  the  past  year,  the  Department  has  sponsored  14  technology 
conferences  abroad.  Each  of  these  conferences  included  small 
energy  equipment  amd  service  firms.  These  firms  were  given  an 
opportunity  to  discuss  their  technologies  —  in  most  cases,  new  and 
innovative  technologieis  —  with  decisionmakers  and  purchasers  from 
all  over  a  region  -  for  example,  Asia  or  the  Newly  Independent 
States.  The  expense,  in  terms  of  both  time  and  money,  of  meeting 
with  such  a  broad  range  of  officials  in  their  own  countries  would 
be  prohibitive  for  many  of  these  firms,  even  if  these  small 
companies  were  able  to  obtain  appointments  with  government 
officials. 


The  vast  majority  of  renewable  energy  firms  in  the  United  States 
are  small  businesses  and  the  export  assistance  provided  by  CORECT 
has  greatly  enhanced  the  ability  of  these  small  businesses  to 
compete  worldwide.  In  addition,  small,  innovative,  entrepreneurial 
firms  are  participants  in  the  Department's  Advanced  Coal  Technology 
Development  Program. 

CORECT  has,  in  conjunction  with  industry,  developed  a  comprehensive 
export  strategy  that  it  is  in  the  process  of  being  implementing. 
The  value  of  this  jointly  developed  strategy  and  the  related  expert 
efforts  by  CORECT  make  it  a  prime  candidate  to  assist  the  Trade 
Promotion  Coordinating  Committee  in  promoting  U.S.  renewable  energy 
technologies  in  international  markets.  COEECT,  now  in  its 
formative  stage,  will  soon  be  in  a  position  to  offer  similar 
assistance  to  the  Trade  Promotion  Coordinating  Committee  for  the 
U.S.  energy  efficiency  industry. 

In  all  of  these  activities  we  have  been  partners  with  other  trade 
promotion  coordinating  committee  agencies,  most  frequently  the 
Department  of  Commerce,  the  Export-Import  Bank,  the  Overseas 
Private  Investment  Corporation,  the  Trade  and  Development  Agency, 
and  the  Agency  for  International  Development.  The  Department's 
program  does  not  duplicate  the  programs  of  these  agencies.  We 
focus  on  areas  where  the  Department's  expertise  in  energy 
technologies  can  add  value  to  export  promotion  programs. 
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Your  third  question  was:  what  tools,  basida  additional  funding, 
doas  tha  Dapartaant  naad  to  incraaae  its  •ttort  to  halp  AoMrica 
bacc«a  aora  cosq>atitiv«?  We  need  no  additional  tools.  The 
Department  has  a  small  but  talented  professional  staff  to  provide 
strategic  planning  for  this  function,  to  participate  actively  in 
the  Trade  Promotion  Coordinating  Committee's  deliberations,  and  to 
coordinate  resources  already  existing  in  the  program  offices  and 
the  laboratories  in  support  of  the  Trade  Promotion  Coordinating 
Committee's  activities. 

We  also  have  staff  to  support  the  Congressionally-mandated 
Interagency  Committee  on  Renewable  Energy  Commerce  and  Trade 
(CORECT) ,  the  Congressionally-mandated  Interagency  Committee  on 
Energy  Efficiency  Commerce  and  Trade  (COEECT) ,  and  the  Clean  Coal 
Technology  Program. 

The  final  question  posed  by  the  Subcommittee  was  what  spaoifie 
trada  davalopaant  pxograaa  doas  tba  Dapaxtaant  aanaga?  A  complete 
list  is  enclosed  with  this  testimony.  The  summary  of  those 
activities  includes: 

-  training  programs  for  the  use  of  renewables,  clean  coal, 
and  new  environmentally  beneficial  energy  technologies; 

-  programs  to  promote  the  international  deployment  of  U.S. 
clean  coal  technologies  through  information 
dissemination,  technical  study  missions,  and  technical 
conferences  and  seminars; 
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-  cost  shared  feasibility  studies  for  international  cleein 
coal  technology  projects; 

-  funding  of  demonstration  projects; 

-  Assisting  Deployment  of  Energy  Practices  and  Technologies 

(ADEPT)  Program; 

assist  in  the  development  of  new  export  markets  through 

strategic  planning  and  market  development; 

-  programs  to  support  U.S.  nuclear  firms  bidding  on 
international  projects; 

-  progreUDS  to  assist  in  exports  of  enriched  uremium;  and 

-  participation  in  interagency  efforts  to  remove  barriers 
to  energy  exports  through  provision  of  technical 
expertise  to  U.S.  negotiators. 

Potential  benefits 

Worldwide  energy  use  will  grow  rapidly  over  the  next  twenty  years. 
Estimates  show  it  will  likely  increase  from  its  1988  level  of  327 
quads  (quadrillion  Btus)  to  more  than  450  quads  by  2010,  or  by 
almost  40  percent,  creating  significant  opportunities  for  U.S. 
energy  technologies,  equipment  and  services.  In  dollar  terms,  the 
worldwide  market  for  power  generation  technology  products  and 
services  is  estimated  at  $914  billion,  for  oil  and  gas  products  and 
services  $955  billion,  and  $252  billion  for  conservation  technology 
products  and  services. 

The  United  States  is  developing  leads  in  some  new  technologies, 
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such  as  new  high-temperature  gas  turbine  technology,  next 
generation  nuclear  power  reactors,  advanced  coal  emissions  control 
technology,  Integrated  gasification  combined  cycle,  and 
transmission  and  distribution  systems.  Other  technology  leads  will 
result  from  on-going  investments  in  research  and  development. 

Coal  technologies  serve  as  an  good  example  of  the  multiple  benefits 
that  result  from  turning  a  technological  advantage  into 
internationally  competitive  exports.  The  world  market  for  coal 
technologies  through  the  year  2010  is  estimated  to  be  in  excess  of 
$400  billion.  This  represents  an  annual  market  of  about  $24 
billion.  U.S.  success  in  capturing  a  quarter  of  this  market  could 
create  120,000  U.S.  Jobs.  Expanded  export  of  U.S.  coal 
technologies  also  creates  the  potential  for  increased  U.S.  coal 
exports,  with  a  positive  impact  on  the  U.S.  foreign  trade  balance. 
Also,  widespread  use  of  high-efficiency  clecin  coal  technologies 
(CCTs)  will  result  in  major  worldwide  environmental  benefits  when 
these  technologies  are  used  in  place  of  conventional  coal 
technologies,  including  significant  reduction  of  green  house  gas 
emissions . 

Specifically,  clean  coal  technologies  offer  the  potential  to  reduce 
carbon  emissions  by  7  million  metric  tons  annually  in  a  low 
implementation  case  and  up  to  38  million  metric  tons  in  a  high 
implementation  case  by  the  year  2010,  plus  major  reductions  in 
sulfur  and  nitrogen  emissions. 
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The  priorities  of  the  coal  and  technology  export  program  are: 

■  interagency  coordination  and  information  dissemination; 

■  international   market   development   for   clean   coal 
technologies ; 

■  identification  of  candidate  projects  and  support  for 
feasibility  studies;  and 

■  support  for  the  U.S.  Clean  Coal  Technology  Transfer 
Program. 

Activities  of  the  TPCC/Clean  Coal  Technologies  Sxibgroup 
The  Clean  Coal  Technologies  Siabgroup  of  the  Trade  Promotion 
Coordinating  Committee  provides  an  excellent  example  of  how 
effective   interagency   cooperation   can   strengthen   our  trade 
development  programs. 

The  initial  activities  of  the  DOE-led,  Interagency  Clean  Coal 
Technologies  Subgroup  have  concentrated  on  three  areas: 
implementation  of  training  and  education  programs;  facilitating 
financial  assistance  programs;  and  dissemination  of  information. 
Training  and  education  programs  are  targeted  to  potential 
customers,  officers  of  lending  institutions,  U.S.  commercial  and 
energy  attaches  abroad,  and  staffs  of  multilateral  organizations 
and  institutions.  The  financial  assistance  programs  of  various 
agencies  that  are  coordinated  by  this  Subgroup  include  grants, 
guarantees,  loans,  and  feasibility  studies.  This  effort  is 
supported  through  the  development  of  policies  and  practices  for 
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U.S.  commercial  and  energy  attaches  abroad.  An  effort  with 
industry  and  financial  institutions  is  also  underway  with  the 
objective  of  enhancing  financing  mechanisms  for  international 
projects  by  U.S.  developers.  Information  dissemination  is  being 
accomplished  through  the  enhancement  of  the  Department  of  Commerce 
National  Trade  Data  Bank  for  clean  coal  technologies. 

The  program  is  prioritizing  international  clean  coal  technologies 
markets  as  the  first  step  in  its  international  market  development 
effort.  Priority  markets  have  been  identified  as  Asia-Pacific, 
Eastern  Europe  and  Newly  Independent  States  (former  USSR) .  Support 
for  market  development  in  the  priority  areas  includes :  information 
gathering;  trade  missions;  reverse  trade  and  study  missions;  and 
related  activities.  Key  activities  to  date  have  included:  an 
electric  power  mission  to  the  China  in  June  1993;  reverse  trade  and 
study  missions  from  Thailand  and  Indonesia  in  April  and  July  1993; 
and  development  of  an  analysis  of  potential  for  U.S.  coal  and  coal 
technology  exports  to  Mexico. 

The  Clean  Coal  Technologies  Subgroup  is  also  providing  support  for 
pre-feasibility  and  feasibility  studies  for  advanced  coal 
technology  export  projects.  Financial  support,  through  grant 
funding,  is  provided  for  high-risk  international  projects  which 
promote  the  export  of  U.S.  developed  advanced  coal-based 
technologies.  Several  grants  have  been  awarded,  and  there  are 
several  applications  being  processed  at  present. 

11 


162 


Conclusion 

In  conclusion,  it  is  important  to  leverage  the  resources  available 
to  Government  agencies,  such  as  the  Department  of  Energy,  with 
programmatic  responsibilities  related  to  particular  industries,  to 
obtain  the  maximum  benefit  for  the  U.S.  economy  and  for  the 
creation  of  U.S.  jobs.  The  Administration  is  concerned  about 
environmental  issues  in  addition  to  promoting  job  creation,  euid 
supports  the  deployment  world  wide  of  energy  technologies  that 
promote  environmental  improvements.  The  Department  of  Energy 
engages  in  essential  activities  that  strongly  support  these 
objectives. 
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TESTIMONY  OF  EDWARD  L.  SAIERS 

ACTING  DIRECTOR,  POLICY  DIRECTORATE 

U.S.  AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

before 

HOUSE  COMMITTEE  ON  SMALL  BUSINESS 

SUBCOMMITTEE  ON  RURAL  ENTERPRISES,  EXPORTS,  AND  THE  ENVIRONMENT 

July  26,  1993 


Mr.  Chairman,  thank  you  for  Inviting  me  here  today  to  testify  about 
A.I.D.'s  programs  in  the  subcommittee's  areas  of  concern.  In  my 
written  remarks,  I  will  be  addressing  A.I.D.'s  role  in  U.S.  trade 
development,  as  requested  in  your  letter  of  invitation. 

Trends  in  U.S.  Exports 

Exports  have  become  an  increasingly  prominent  factor  in  the  U.S. 
economy.  Since  1989,  U.S.  exports  have  grown  by  nearly  21%  in  real 
terms,  accounting  for  over  85%  of  the  increase  in  the  U.S.  GDP. 
Manufactured  exports,  which  for  many  are  the  standard  by  which  U.S. 
competitiveness  is  judged,  have  risen  even  faster. 

Developing  countries  are  looming  ever  larger  as  markets  for  U.S. 
exports.  The  President's  1992  annual  report  on  U.S.  trade  contains 
compelling  evidence  of  this  fact.  U.S.  exports  to  developed 
countries  grew  by  only  13.7%  in  the  three  years  ending  in  1992.  In 
1992  alone,  U.S.  exports  to  developing  countries  rose  by  13.6%,  and 
over  the  three-year  period  our  exports  to  developing  countries  grew 
by  an  impressive  41.5%.  At  the  end  of  the  period,  developing 
countries  accounted  for  37.3%  of  U.S.  merchandise  exports,  compared 
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to  only  32.4%  at  the  beginning  of  the  three-year  period.  In  his 
remarks  at  American  University  this  past  spring,  the  President 
noted  that  developing  countries  have  become  a  rapidly  expanding 
U.S.  export  market  and  pointed  out  that  fully  three  million 
Aaerican  jobs  can  be  attributed  to  our  exports  to  these  countries. 

To  be  sure,  the  developing  countries  which  now  account  for  much 
U.S.  export  growth  are  the  more  advanced  economies  in  Latin  America 
and  Asia.  Exports  to  Mexico  increased  by  over  60%  in  the  past 
three  years;  to  ASEAN  countries,  by  47%.  However,  other  developing 
countries  also  are  rapidly  becoming  important  markets  for  the  U.S.: 
exports  have  seen  a  steady  growth  over  the  past  few  years  across 
ail  developing  country  regions.  The  Mexicos  and  ASEAN  countries  of 
tomorrow  are  being  created  even  as  we  speak,  and  A.I.D.  is  playing 
a  key  role  in  this  process. 

Sustainable  Growth  and  Development 

A  fundamental  aim  of  U.S.  trade  policy  is  to  build  markets 
overseas.  High-growth  developing  countries  are  providing  dynamic 
new  markets  for  U.S.  goods  and  services,  and  U.S.  foreign  aid 
programs  help  lay  the  foundation  for  new  developing-country  markets 
that  will  provide  tomorrow's  dynamism.  Helping  countries  achieve 
dynamic  growth  which  attracts  U.S.  exports  is  a  complex  process, 
but  at  its  heart  it  involves  expanding  the  opportunities  of  current 
and  future  generations  and  their  ability  to  respond  to  them. 
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Expanding  individual  opportunity  through  •conomie  growth  is  the 
root  of  the  development  process.  Growth  in  the  economy  raises 
incomes  and  creates  the  conditions  for  boosting  the  living 
standards  of  the  poor.  The  World  Bank  showed  in  an  important  1990 
study  of  growth  and  poverty  that  economic  growth  was  accompanied  by 
significant  declines  in  the  incidence  of  poverty  as  well  as  in  the 
absolute  numbers  of  poor  people.  Also,  investments  in  people  — 
their  education,  health,  nutrition,  the  improved  status  of  women  — 
contribute  directly  to  both  poverty  reduction  and  economic  growth. 
Promoting  growth  and  ensuring  that  its  benefits  are  spread  fairly 
are  two  sides  of  the  same  coin  for  those  engaged  in  development. 

Since  the  mid-1970s,  A.I.D.  has  helped  many  poor  micro-  and  small- 
scale  entrepreneurs,  many  of  them  women,  start  or  upgrade  their 
businesses.  Thriving  small-scale  enterprises  translate  into  jobs 
and  higher  incomes  for  otherwise  unemployed  individuals  and  higher 
demand  for  consumer  and  durable  goods.  Because  we  firmly  believe 
in  their  key  development  role  from  the  standpoint  of  both  enhanced 
growth  and  individual  opportunity,  A.I.D.  is  currently  making  plans 
to  strengthen  and  better  focus  its  assistance  to  micro-  and  small- 
scale  enterprises. 

People  need  a  rising  quality  of  life,  through  access  to  health  care 
and  reproductive  choice.  Basic  health  care  is  an  investment  in 
people,  who  can  then  be  active  and  productive  contributors  to  the 
economy  as  both  producers  and  consumers.    Information  about 
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reproductive  options  and  availability  of  contraception  serves  to 
increase  people's,  especially  women's,  choices  and  productivity, 
and  helps  limit  the  population  expansion  that  can  erode  per  capita 
economic  growth  and  put  pressure  on  resources. 

As  the  largest  supplier  of  family  planning  assistance,  A.I.D. 
provides  close  to  half  of  all  the  funds  worldwide  for  that  purpose. 
In  Bangladesh,  the  largest  recipient  of  U.S.  population  funds,  the 
total  fertility  rate  is  now  4.6,  down  from  7.5  per  family  in  the 
early  1970s. 

Developing  countries  must  establish  viiUBle  democratic  institutions. 

This  includes  establishing  democratic  political  institutions 
grounded  in  the  rule  of  law  and  accountability  to  the  people  they 
govern.  The  political  process  can  easily  retard  economic  and 
social  development  when  there  is  violent  civil  conflict  or 
arbitrary,  unresponsive  government.  Democracy  in  itself  does  not 
guarantee  that  these  problems  will  be  successfully  overcome,  but 
democratic  institutions  can  be  important  in  ensuring  the 
sustainability  of  economic  development  efforts. 

The  Newly  Independent  States  of  the  former  Soviet  Union  present  a 
special  challenge  in  this  respect.  The  people  of  that  region  have 
almost  none  of  the  local  institutions  of  democracy  that  we  take  for 
granted:  responsive  local  government,  a  rational  tax  system,  land 
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and  property  rights,  private  organizations  that  teach  democratic 
values.   This  must  change,  and  A.I.D.  is  helping  make  the  change. 

Eeonoale  growth  and  development  must  include  careful  attention  to 
preserving  the  environment  for  future  generations.  If  growth  is 
achieved  at  the  expense  of  the  world's  natural  resources,  benefits 
will  be  short-lived  and  the  future  of  our  planet  mortgaged.  If 
environmental  reforms  and  interventions  are  not  undertaken  within 
the  context  of  growth  and  development,  protection  of  natural 
resources  for  future  generations  cannot  be  assured. 

A.I.D.  investments  in  the  environment  currently  total  over  $600 
million  annually.  This  support  focuses  on  strengthening  human  and 
institutional  capacities,  reforming  policies,  and  encouraging 
private  sector  participation  in  five  key  areas:  the  loss  of 
tropical  forests  and  biodiversity,  unsustainable  agricultural 
practices,  unsound  energy  production  and  use,  urban  and  industrial 
pollution,  and  the  degradation  of  water  and  coastal  resources. 
Under  its  Global  Climate  Change  Initiative,  A.I.D.  has  programs 
underway  in  Central  America  and  Southeast  Asia  to  curb 
deforestation  and  promote  sound  practices  for  energy  efficiency  and 
renewable  enerqry,  and  in  Eastern  Europe  to  promote  efficient  and 
environmentally  sound  energy  production. 
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Expanding  U.S.  Exports 

Some  of  these  efforts  may  not  appear  to  have  much  to  do  with  U.S. 
exports,  but  in  fact  they  do. 

*  Economic  opportunity  translates  into  a  population  with  better 
employment  prospects  and  a  higher  standard  of  living. 

*  Lower  fertility  means  expanded  economic  horizons  for  women  and 
higher  per  capita  incomes  overall. 

*  Environmental  awareness  means  greater  demand  for  U.S. 
technologies  and  services  to  address  problems. 

*  Democratic  governance,  itself  the  most  important  of  U.S. 
exports,  creates  conditions  in  which  economic  gains  can  be 
sustained  and  linkages  to  the  world  economy  strengthened. 

Thus,  A.I.D.  's  programs  contribute  to  transforming  poor  people  into 
better  customers  for  U.S.  goods  and  services.  This  makes  A.I.D.  an 
important  partner  in  U.S.  trade  development. 

At  American  University  the  President  stated,  "We  need  to  promote 
the  steady  expansion  of  growth  in  the  developing  world,  not  only 
because  it's  in  our  interest,  but  because  it  will  help  them  as 
well."   Based  on  the  experience  of  emerging  developing  country 
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economies,  an  outward  orientation  and  market-based  economic 
policies  appear  to  be  the  best  way  to  achieve  such  growth.  There 
is  a  compelling  connection  between  countries  undertaking  economic 
reforms  and  the  growth  of  U.S.  exports.  In  the  latter  part  of  the 
1980s,  U.S.  exports  increased  by  77%  in  policy-reforming  countries, 
compared  to  growth  of  only  40%  in  our  exports  to  non-reformers. 
Extending  this  analysis  through  1991,  U.S.  exports  to  reformers 
increased  another  50%,  but  only  6%  to  non-reformers. 

A.I.D.  recently  compared  the  growth  in  U.S.  exports  between  1985 
and  1992  for  69  countries  receiving  A.I.D.  assistance  to  an  index 
of  economic  policy  performance  in  those  same  countries.  The 
results  are  striking:  U.S.  exports  to  the  ten  best-policy 
countries  grew  by  251%,  or  more  than  $7  billion.  For  the  ten 
poorest-policy  countries,  U.S.  exports  rose  by  only  30%,  or  $600 
million.  The  top  ten  countries  in  this  calculation  spanned  Latin 
America,  Asia,  and  Africa,  proving  that  policy  performance  is  not 
restricted  to  certain  regions  of  the  developing  world.  This  shows 
that  the  kinds  of  efforts  that  promote  broad-based  growth  in 
developing  countries  also  benefit  our  own  economy  by  expanding 
purchasing  power  in  these  emerging  markets. 

Even  with  appropriate  policies  and  a  favorable  business  climate,  it 
often  takes  additional  effort  to  overcome  lingering  perceptions  of 
risk  and  doubt  about  the  sustainability  of  changes  in  the  economy. 
Through  information  dissemination  and  networking,  A.I.D.  encourages 
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the  private  sector  to  respond  to  opportunities  opened  to  then  by 
policy  initiatives  and  other  market-opening  measures. 

A.I.D.  assistance  to  developing  countries  also  yields  more 
immediate  benefits  in  exports  of  U.S.  goods  and  services. 
Consulting  services  by  U.S.  firms  and  training  programs  introduce 
American  expertise  and  standards  to  developing-country  markets, 
while  a  variety  of  goods,  from  commodities  to  construction 
equipment,  is  purchased  under  A.I.D.  programs.  A.I.D.  is  opening 
up  financial  sectors  worldwide,  making  way  for  U.S.  providers  of 
financial  services  which  have  a  comparative  advantage  in  this 
field,  and  promoting  privatization,  which  provides  investment 
opportunities  for  U.S.  business  people  and  export  opportunities  for 
coo^etitive  U.S.  exports. 

How  A.I.D.  Helps  Small  U.S.  Businesses 

A.I.D.  is  working  actively  with  other  agencies  on  the  Trade 
Promotion  Coordinating  Committee  to  develop  a  strategy  for  ensuring 
that  U.S.  companies  are  able  to  compete  on  a  level  playing  field  in 
the  world  miurket  for  environmental  and  other  technologies.  In 
addition  to  this  international  effort  to  level  the  playing  field, 
we  need  to  ensure  that  our  own  playing  field  is  level  so  as  to  give 
small  businesses  the  same  opportunity  afforded  to  larger  companies. 
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As  developing  countries  pursue  sustainable  strategies  for  growth, 
their  need  for  productive  goods  and  services  greatly  increases. 
U.S.  companies  need  to  be  in  a  position  to  benefit  from  this 
increased  demand.  To  do  this,  the  technologies  they  offer  must  be 
appropriate  for  developing  countries,  taking  into  consideration  the 
relatively  abundant  labor  and  limited  capital  available  in 
developing  countries  and  the  costs  of  ongoing  operation  and 
maintenance. 

Large  U.S.  companies  must  not  be  the  only  ones  to  gain  access  to 
these  growing  markets.  Small  and  medium-scale  firms  often  will 
have  innovative  solutions  to  offer  if  they  have  appropriate  access 
to  information  and  programs.  A.I.D.  has  several  outreach  programs 
which  disseminate  information  and  counsel  small-  and  medium-size 
U.S.  firms  on  business  opportunities  identified  by  A.I.D.  programs 
and  projects. 

A.I.D.  has  the  Office  of  Small  and  Disadvantaged  Business 
Utilization  (OSDBU) ,  whose  purpose  is  to  help  small  and  minority- 
or  women-owned  U.S.  businesses  compete  for  our  contracts,  grants 
and  procurement.  OSDBU  provides  individualized  counseling  to  small 
and  minority  firms;  sponsors  small  business  conferences  and 
seminars;  maintains  the  AID  Consultant  Registry  Information  System 
which  registers  firms  and  their  capabilities  to  market  their 
services  to  A.I.D;  and  coordinating  the  A.I.D.  Procurement 
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Information  Access  System,  an  early  alert  to  A. I .D. -funded 
commodities  and  procurements. 

A.I.D.  also  has  the  Center  for  Trade  and  Investment  Services 
(CTIS) ,  whose  objective  is  to  facilitate  increased  business 
activity  between  the  private  sectors  of  A. I .D. -assisted  countries 
and  the  U.S.  CTIS  collects  and  disseminates  information  about 
A.I.D. 's  programs  and  business  opportunities  made  possible  by 
A.I.D.  initiatives  in  all  sectors  of  our  operations  (e.g. 
environment,  education,  democracy,  training) .  CTIS  coordinates 
their  activities,  shares  critical  information  and  has  regular 
meetings  with  OSDBU  and  all  other  TPCC  members.  The  cross- 
fertilization  of  personnel  and  programs  with  other  TPCC  members  has 
led  to  the  establishment  of  several  joint  projects  which  target 
small  niche  companies.  Of  the  private  sector  clients  that  CTIS 
serves,  a  majority  are  from  the  small  and  medium-scale  community. 

Under  the  Business  Development  Services  program  A.I.D.  utilizes  the 
expertise  of  the  volunteer  business  executives  of  the  International 
Executive  Service  Corps  (lESC)  and  its  offices  throughout  the 
developing  world  and  the  emerging  democracies.  Local  voluntary 
business  associations  work  with  lESC  to  assist  small-  and  medium- 
size  enterprises  by  linking  them  with  U.S.  counterparts  in 
technology  transfer;  joint  and  co-ventures,  including  the  sale  of 
licensing  of  U.S.  equipment  and  technology,  long-term  sales,  and 
co-production  agreements. 

10 
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Laying  the  Foundation  for  U.S.  Exports 

Mr.  Chairman,  other  agencies  can  tell  you  about  the  success  of 
their  programs  in  directly  promoting  exports  and  business  for  the 
U.S.  abroad.  A.I.D.'s  role  in  U.S.  trade  promotion,  building 
markets  in  developing  countries,  is  as  important  as  it  is  far- 
reaching.  By  helping  create  the  conditions  for  sustainable  and 
broad-based  growth  and  expanding  economic  opportunities  for 
individuals  in  developing  countries,  we  help  make  them  more 
prosperous  and  better  customers  for  U.S.  exports.  This  lays  the 
foundation  for  other  U.S.  government  promotional  programs. 

That  said,  A.I.D.  itself  administers  a  number  of  programs  which 
seek  to  involve  U.S.  businesses  directly  in  the  process  of 
sustainable  growth  in  developing  countries.  The  most  accessible 
listing  of  such  programs  and  contact  points  for  them  is  included  in 
the  April  1993  publication  entitled  "Export  Programs:  A  Business 
Directory  of  U.S.  Government  Resources,"  although  a  few  of  the 
programs  included  have  undergone  some  reassessment. 

A.I.D.  cannot  claim  credit  for  all  the  advances  made  by  developing 
countries,  nor  for  the  benefits  which  have  accrued  to  the  world 
economy  from  their  development.  Many  other  actors  are  involved, 
and  the  efforts  and  determination  of  the  countries  themselves  are 
of  course  at  the  center  of  it  all.  Neither  should  we  refrain, 
however,  from  taking  our  share  of  the  credit.   Our  influence  is 
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disproportionate  to  the  money  we  expend  given  the  weight  of  the 
U.S.  voice  in  discussions  with  developing-country  officials  and  the 
reliance  on  A.I.D.  by  other  donors  to  coordinate  and  help  implement 
their  programs.  Throughout  the  developing  world,  A.I.D.  has  helped 
create  the  conditions  for  growth  and  development  which  are  paying 
off  in  higher  U.S.  exports  today. 

You  asked  what  tools  A.I.D.  needs  to  enhance  its  efforts  in  this 
respect.  "Tools"  are  not  precisely  what  we  need;  rather,  a 
different  perspective  and  approach  to  foreign  aid.  This  involves, 
first,  a  new  mandate  agreed  by  the  Administration  and  Congress 
which  recognizes  that  a  well-designed  and  -managed  foreign  aid 
program  serves  the  U.S.  interest  and  encourages  U.S.  exports.  Only 
a  convincing  rationale  and  focus  can  turn  around  the  skepticism  of 
the  American  people.  This  means  that  we  must  establish  a 
persuasive  methodology  for  demonstrating  results  from  our  programs 
and  streamlined  processes  and  programs  for  achieving  them,  and  we 
are  committed  to  doing  so.  Having  an  agreed  mandate  and  such 
procedures  in  place  will  then  permit  the  Congress  to  have 
confidence  in  our  ability  to  manage  for  results  and  justify  our 
progreuns  on  that  basis. 

In  concluding,  Mr.  Chairman,  I  would  like  for  you  and  the  other 
members  of  this  subcommittee  to  retain  two  key  messages  from  my 
testimony  today: 
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First,  A.I.D.'s  programs  have  had  a  clear  impact  on 
developing  country  growth  and,  through  it,  on 
international  economic  growth  and  increased  U.S.  exports. 
The  facts,  as  cited  above,  show  that  progress  need  not 
take  decades.  The  President  has  pointed  out  how  closely 
the  U.S.  now  is  woven  into  the  global  economy,  and  the 
growing  importance  of  developing  countries  in  that  global 
economy.  An  investment  in  these  countries  provides  one 
of  the  best  ways  of  promoting  U.S.  exports  that  the  U.S. 
can  undertake. 

Second,  sustainability  must  be  at  the  core  of  all  our 
efforts  in  developing  countries.  To  be  sustainable, 
growth  must  take  root  through  enhanced  human  and  insti- 
tutional capacities  and  market-based  policy  changes, 
without  mortgaging  the  natural  resources  which  must  be 
available  for  future  generations.  Democratic  institu- 
tions help  ensure  the  sustainability  of  our  efforts. 

Mr.  Chairman,  the  precise  shape  of  our  future  foreign  aid  program 
is  not  yet  clear.  Only  close  collaboration  between  the 
Administration  and  Congress  will  produce  answers  for  the  future. 
We  look  forward  to  a  close  and  constructive  relationship  with 
Congress  as  we  forge  a  new  consensus  on  foreign  aid. 

Thank  you. 
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Mr.  Chairman  and  Members  of  the  Subcommittee: 

On  behalf  of  Ruth  R.  Haricin,  President  of  the  Overseas  Private  Investment  Corporation 
(OPIQ,  I  want  to  thank  you  for  the  opportunity  to  participate  in  this  important  hearing  to 
review  U.S.  Government  trade  and  export  programs.  Today  I  would  like  to  make  you 
familiar  with  the  programs  of  OPIC  and  how  we  support  American  job  creation  and 
economic  development. 

As  President  Clinton  has  articulated  many  times,  it  is  critical  in  today's  global  markets  that 
all  the  related  U.S.  government  agencies  work  efficiently  and  effectively  saJh  business  to 
create  jobs  for  Americans,  develop  new  maikets  for  our  exports,  and  support  U.S.  economic 
and  foreign  policy  interests.  OPIC  is  committed  to  be  part  of  that  cooperative  effort  through 
the  Trade  Promotion  Coordinating  Committee  (TPCC)  which  is  operating  under  the  very 
capable  leadership  of  Secretary  of  Conomerce  Ron  Brown. 


OPIC  Programs  and  Services 

Let  me  tell  you  about  OnC.  OPIC  is  a  small,  but  extremely  effective,  corporation  of  the  U.S. 
government  that  promotes  and  otherwise  facilitates  U.S.  fnivate  investment  in  developing 
countries  and  emerging  democracies. 

OPIC  helps  U.S.  companies  compete  more  effiectively  in  the  global  marketplace,  creates  jobs 
here  at  home,  increases  exports  of  U.S.  fvoducts  and  facilitates  the  spread  of  free  enteii»ise 
and  democracy,  while  at  the  same  time  helping  the  developing  worid.    We  achieve  these 
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objectives  through  our  finance  and  political  risk  insurance  programs,  which  are  complemented 
by  comprehensive  pre-investment  services  and  inq)lemented  on  a  self-sustaining  basis. 

OPIC  political  risk  insurance  provides  U.S.  investors  with  protection  against  the  risks  of 
currency  inconvertibility,  expropriation  and  political  violence.  Our  project  finance  provides 
non-recourse  lending  to  foreign  enterprises  involving  significant  equity  participation  by  U.S. 
companies,  and  includes  both  direct  loans  of  up  to  $6  million  per  project  and  loan  guaranties 
of  up  to  $50  million  per  project.  The  direct  loan  program  is  reserved  for  small  and  medium- 
sized  businesses  and  our  insurance  program  is  well-utilized  by  the  small  business 
community. 

OPIC's  investment  development  services  provide  U.S.  companies  with  a  hands-on 
introduction  to  overseas  investment  opportunities  through  investment  missions,  investor 
information  services  and  a  computerized  Opportunity  Bank  that  links  U.S.  investors  to 
prospective  local  joint  venture  parmers. 


Importance  of  Private  Sector  Investment  in  U.S.  National  Interest 

Because  of  the  need  to  increase  America's  commerce  with  foreign  maiicets  and  the  rapidly 
changing  political  conditions  of  today's  world,  OPIC's  risk  management  programs  have  never 
been  more  imponant.  Private  sector-led  development  is  also  a  key  tool  in  America's  foreign 
assistance  program  for  the  post-Cold  War  era. 

As  such,  OPIC  is  well  positioned  to  play  a  leadership  role  in  the  inq)lementation  of  the 
Administration's  agenda  for  improving  U.S.  competitiveness  because  OPIC  programs  operate 
in  140  develc^ing  countries  and  emerging  democracies  throughout  the  Newly  Independent 
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States  of  the  former  Soviet  Union,  Latin  America,  Africa,  Asia  and  Central  and  Eastern 
Europe. 

OPIC'8  Strong  Performance  Record 

OPIC  programs  directly  benefit  the  U.S.  economy.  Since  it  began  operating  in  1971, 
projects  supported  by  OPIC  have  generated  an  estimated  $32  billion  of  U.S.  exports, 
producing  some  381,000  person-years  of  employment  for  Americans. 

In  carrying  out  its  mission  today,  OPIC  operates  on  a  financially  sound  basis.  In  FY  1992  this 
was  accomplished  at  no  net  cost  to  the  taxpayer.  OPICs  political  risk  insurance  program 
operates  without  taxpayer  assistance,  relying  solely  on  income  from  premiimu  and 
accumulated  reserves.  OPICs  finance  program  operates  on  a  subsidy  appropriation  basis, 
which  allowed  OPIC  in  FY  1992  to  leverage  less  than  $4  million  in  subsidy  to  yield  almost 
$300  million  in  loans  and  loan  guaranties  for  U.S.  companies.  In  FY  1992  OPIC  returned 
dividends  from  its  insurance  program  to  the  U.S.  Treasury  which  more  than  covered  the  funds 
appropriated  to  it 


OPIC  Support  for  U.S.  Job  Creation 

OPIC  has  a  strong  history  of  successful  operations.  Fiscal  year  1992  was  a  record  year  for 
OPIC.  On  a  worldwide  basis,  OPIC  faciliuted  a  record  $8  biUion  in  total  investment  last 
year,  through  the  issuance  of  $3.4  billion  in  insurance  and  commitment  of  $274  million  in 
direct  loans  and  loan  guaranties.  These  investments  are  projected  to  result  in  direct  U.S. 
exports  of  $3.1  billion,  as  well  as  more  than  24,173  person-years  of  U.S.  employment.  We 
are  especially  proud  that  we  accompUshed  this  with  a  staff  of  fewer  than  159  eiiq)loyees. 
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OPIC  Helps  U.S.  Companies  Realize  Business  Opportunities  in  Former  Soviet 
Union 


Because  of  our  small  size,  we  are  able  to  respond  with  rapid  and  full  deployment  of  our 
resources  to  new  oppoitunities  and  Administration  priorities.  For  example.  President  Clinton 
announced  at  the  April  U.S.-Russia  Summit  in  Vancouver  with  President  Yeltsin  that  OPIC 
will  provide  assistance  to  Conoco,  Inc.,  to  support  a  major  oil  development  and  production 
project  critical  to  the  Russian  energy  sector.  This  will  be  the  first  new  oil  field  to  be 
developed  by  a  U.S.-Russian  joint  venture. 

OPIC's  role  in  the  project  is  to  provide  a  $50  million  loan  guaranty  for  Conoco's  "Polar 
Lights"  joint  venture  oil  development  and  production  project  The  project  is  expected  to 
create  U.S.  exports  of  more  than  $100  million,  of  which  a  significant  amount  will  originate 
with  small  U.S.  businesses.  The  project  will  also  strengthen  the  fiagile  economic  condition  of 
Russia  by  the  creation  of  Russian  jobs,  transfer  of  urgently  needed  technical  skills  and 
providing  of  important  environmental  improvements  through  the  introduction  of  new 
technologies. 

The  pipeline  of  additional  OPIC  business  in  the  former  Soviet  Union  is  strong.  This  promises 
additional  U.S.  exports  and  jobs  as  OPIC  assists  American  businesses  seeking  out  this  new 
market 


OPIC  Response  to  Committee  Questions 

Mr.  Chairman,  in  your  letter  of  July  8,  1993  inviting  OPIC  to  participate  in  this  hearing  you 
asked  OPIC  to  address  four  specific  issues: 

•     Why  is  OPIC  invtrfved  in  trade  development? 
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•  How  does  OPIC  help  small  businesses  become  involved  in  exporting? 

•  What  tools,  beside  additional  funding,  does  OPIC  need  to  increase  it's  effort  to  help 
America  become  more  competitive?  and, 

•  What  specific  programs  docs  OPIC  manage? 

While  I  have  touched  on  some  of  these  points,  let  me  provide  more  specific  answers  here  for 
the  record. 


Why  is  vourAMiuv  involved  in  trade  development? 

OPIC  was  established  as  a  self-sustaining  agency  that  helps  U.S.  businesses  become  more 
competitive  overseas  and  creates  jobs  and  economic  growth  here  at  home. 

OPIC  promotes  U.S.  trade  by  helping  U.S.  firms  to  take  advantage  of  investment 
opportunities  overseas  that  in  turn  generate  significant  U.S.  exports  and  promote  U.S. 
competitiveness.  The  link  between  investment  and  trade  has  not  always  been  well- 
lecognized,  but  it  is  strong  and  growing.  A  June  7,  1993  New  York  Tinaes  article  reported 
that  "trade  experts  say  they  have  found  a  striking  correlation  between  investment  and 
exports. . .  (such  that)  most  international  trade  takes  place  not  just  between  countries  but 
between  multinational  companies  and  their  subsidiaries."  The  article  goes  on  to  state  that  "the 
underlying  point  is  that  [these]  investments,  not  just  low  tariffs  and  open  maricets,  are  the 
engine  for  sales  in  foreign  markets."  (Emphasis  added.)  According  to  Edward  Graham  of  the 
Institute  for  International  Economics,  "Overwhelmingly,  U.S.  exports  of  manufactured  goods 
go  to  countries  where  there  is  a  substantial  U.S.  direct  investment  presence." 
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This  is  borne  out  by  OPIC's  experience.  As  previously  mentioned,  U.S.  exports  to  projects 
assisted  by  OPIC  in  FY  1992  alone  are  expected  to  total  $3. 1  billion  over  the  first  five  years  of 
project  operations.  And  OPIC  does  not  assist  firms  investing  in  projects  overseas  that  could 
result  in  the  loss  of  U.S.  jobs  or  be  in  any  other  way  detrimental  to  the  U.S.  economy. 


How  does  vour  Aeencv  help  small  businesses  become  involved  in  exporting? 

OPIC  is  conmiitted  to  helping  smaller  U.S.  businesses  identify  and  invest  in  sound 
investment  opportunities  overseas.  For  example,  in  Poland  under  OPIC's  direct  loan 
program  for  U.S.  small  business,  OPIC  helped  a  small  U.S.  firm  establish  a  facility  to 
manufacture  and  install  insulated  steel  panels,  and  to  provide  general  contractor  services  for 
the  construction  of  refiigerated  warehouses  and  food  processing  plants.  In  setting  up  the 
manufacturing  facility,  the  U.S.  firm  replicated  its  plant  in  Lewisville,  Texas;  consequently, 
all  of  the  equipment  exported  to  the  project  was  designed  and  fabricated  in  the  United  States. 
The  project  will  result  in  initial  U.S.  exports  of  $1.5  million  and  ongoing  exports  of  $2 
miUion,  and  it  will  generate  18  person-years  of  U.S.  employment  over  the  first  five  years  of 
operation.  At  the  same  time,  the  project  will  make  an  in^rtant  contribution  to  food 
distribution  services  in  Poland,  where  spoilage  has  been  a  very  serious  problem  in  getting 
food  to  consumers. 

OPIC's  support  of  major  capital  projects  overseas  involving  larger  U.S.  sponsors  also  has  a 
proven  benefit  to  smaller  U.S.  exporters.  OPIC's  recent  support  of  Conoco's  investment  in  the 
Polar  Lights  oil  development  and  production  project  in  Russia  is  a  prime  example  of  the  direct 
link  between  large  U.S.  company-sponsored  investment  projects  and  significant  exports  by 
small  U.S.  firms.  In  the  case  of  Polar  Lights,  a  significant  amount  of  the  U.S.  exports  to  the 
project  will  originate  with  U.S.  small  businesses. 
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Smaller  businesses  bring  a  particular  management  expertise  that  is  invaluable  in  new  and 
developing  maricets.  Each  year,  some  30%  of  OPIC  projects  involve  the  participation  of 
small  businesses.  Also,  one-half  of  the  companies  that  participated  in  OPIC  missions  to  21 
countries  in  FY  1992  were  smaller  U.S.  businesses. 

Our  programs  also  offer  targeted  support  -  OPIC's  direct  loan  program  is  reserved  for  small 
and  medium  sized  U.S.  businesses.  The  loans  range  from  $500,000  to  $6  million,  and  are 
made  at  commercial  rates.  In  IT  1994,  we  expect  to  support  small  businesses  with  almost 
$22  million  in  direct  loans. 

OPIC  also  offers  a  political  risk  insurance  package  to  small  and  medium  sized  U.S.  businesses 
which  provides  a  streamlined  coverage  election  system  and  fee  schedule.  OPIC  offers 
resources  and  services  aimed  at  assisting  businesses  just  entering  the  international  market 
Our  "Opportunity  Bank,"  a  computerized  database  similar  to  a  "company-dating  service", 
helps  U.S.  and  foreign  companies  identify  potential  joint  venture  partners.  OPIC's 
publications  clearinghouse  provides  U.S.  companies  with  basic  political  and  economic 
information  on  OPIC  countries  and  market  regions. 

FinaUy,  OPIC  works  together  with  other  U.S.  government  agencies  like  the  U.S.  SmaU 
Business  Administration  and  the  U.S.  and  Foreign  Commercial  Service  to  reach  out  to  and 
assist  small  businesses  in  their  overseas  activity. 

What  took,  besides  additional  funding,  does  vour  Agency  need  to  increase  it's  efforts  to 
help  America  become  more  competitive? 

We  can  do  more  with  our  limited  resources  as  a  government  agency  if  we  focus  and  target  our 
energies.    Under  the  leadership  of  its  President,  Ruth  Harkin,  OPIC  is  in  the  process  of 
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examining  its  geogr^hic  and  sectoral  priorities  to  ensure  that  it  will  maximize  its  intact  on 
U.S.  jobs  and  U.S.  exports,  while  at  the  same  time  serving  as  an  effective  foreign  policy  tool. 
We  are  also  actively  participating  in  the  TPCC  process  and  strongly  believe  that  inq)roved 
cooperation  and  coordination  of  the  export  promotion  activities  of  U.S.  government  agencies 
will  strengthen  OPIC's  efforts  to  inform  the  small  and  large  U.S.  business  conununities  about 
our  programs  and  services. 

Improved  cooperation  and  coordination  of  activities  between  OPIC  and  the  other  export 
promotion  agencies  would  benefit  OPIC's  efforts  to  inform  the  business  community  of  our 
programs  and  services. 


What  specific  trade  and  development  programs  does  vour  Agency  manage? 

OPIC  achieves  its  mission  through  three  principal  programs.  First,  its  finance  program 
provides  capital  for  long-term  investment  through  direct  loans  and  loan  guaranties.  OPIC's 
direct  loan  program  is  reserved  exclusively  to  support  U.S.  small  business.  Second,  OPIC 
insures  private  U.S.  investments  against  a  broad  range  of  political  risks  including 
expropriation,  currency  inconvertibiUty  and  political  violence.  Third,  OPIC  provides  a 
variety  of  pre-investment  services  that  can  assist  U.S.  businesses  to  obtain  the  critical 
information  and  gmdance  needed  to  put  together  an  overseas  investment  project 

We  welcome  the  opportunity  to  discuss  our  programs  with  U.S.  business  seeking  new  trade 
and  investment  opportunities.  OPIC  has  a  toll-free  information  hot  line  available  to  provide 
additional  information  on  OPIC  programs.  Interested  persons  can  call  1-800-424-OPIC. 
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Conclusion 

We  at  OPIC  are  excited  about  woricing  with  American  small  businesses  to  help  them  further 
their  export  potential  by  expanding  to  new  markets  overseas.  To  most  efficiently  accomplish 
this  goal,  we  will  continue  to  woiic  closely  with  other  U.S.  government  agencies  similarly 
involved  in  export  promotion  activities.  OPIC  believes  that  the  Trade  Policy  Coordinating 
Committee  (TPCQ  serves,  and  will  continue  to  serve,  as  the  most  inqxmant  and  effective 
mechanism  to  better  focus  scarce  federal  resources  for  the  benefit  of  U.S.  exports  and  U.S. 
jobs. 

If  OPICs  experience  is  any  indicaticm,  the  new  TPCC  is  an  interagency  group  that  is 
proactive  and  results  oriented.  OPIC  looks  forward  to  an  increasing  role  in  expanding  U.S. 
trade  and  investment  and  to  continued  participati<m  in  the  TPCC. 

Rnally,  Mr.  Chairman,  I  want  to  thank  you  and  the  subcommittee  fOT  your  interest  and 
concern  in  inqiroving  our  trade  activities.  We  look  forward  to  working  with  you  in  die 
future. 

I  would  be  pleased  to  respond  to  any  questions  you  may  have.  Thank  you. 
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For  r«lMis«  on  dalivary 
Expactad  at  10:00  AN 
July  26,  1993 


STATEMENT  OT 

HILUAM  E.  BARREDA 

DEPUTY  ASSISTANT  SECRETARY 

FOR  TRADE  AND  INVESTMENT  POLICY 

DEPARTMENT  OF  THE  TREASURY 

BEFORE  THE 

SUBCOMMITTEE  ON  THE  DEVELOPMENT  OF  RURAL  ENTERPRISES, 

EXPORTS  AMD  THE  ENVIRONMENT 

COMMITTEE  ON  SMALL  BUSINESS 

JULY  26,  1993 


Mr.  Chairaan  and  Maabara  of  tha  Subcoaoaittaa: 

I  valeoaa  tha  opportunity  to  diacuaa  tha  Traaaury  Dapartaant'a 
rola  in  trada  davalopaant  qanarally  as  wall  as  its  rola  in  tha 
Trada  Proaotion  Coordinating  Coaaittaa's  work  to  davalop  a 
stratagic  plan  for  U.S.  Govamaant  axport  proaotion  prograas. 

Tha  Sacratary  of  tha  Traasury's  functions  induda  aany 
rasponsibilitias  in  tha  aacroaconoaic  and  financial  araas  that 
affact  tha  potantial  for  U.S.  trada  davalopaant.   I  will  focus 
today,  howavar,  on  tha  araa  in  which  tha  subcoaaitt aa  has 
axprassad  a  spacific  intarast:  Traasury's  rola  in  USG  axport 
proaotion  af forts  and  tha  TPCC. 

Although  not  ganarally  considarad  aaong  tha  traditional  trada 
proaotion  aganciaa,  Traaaury  doas  hava  spacific  ralavant 
rasponsibilitias  in  two  araas  that  I  will  discuss  briafly: 
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o  official  export  credit  and  related  issues;  and 
o  multilateral  development  bank  (MDB)  lending  and 
procurement  policies. 

1.  Official  Export  Credits 

Over  the  years.  Treasury  has  led  the  U.S.  efforts  to  restrain 
wasteful  competition  in  the  export  credit  area  and  to  create  a 
level  playing  field  in  this  area  for  U.S.  exporters.   The  Export- 
Import  Bank,  consistent  with  its  mandate  from  Congress,  has 
played  a  major  role  in  these  negotiations. 

In  the  early  years,  our  efforts  focused  most  heavily  on 
harmonizing  the  terms  of  official  export  credits  and  reducing  and 
eliminating  interest  rate  subsidies.  Today  there  are  minimum 
interest  rates  for  lending  by  OECD  export  credit  agencies  in  each 
currency ,  and  standard  terms  for  repayment ,  down  payments ,  etc . , 
so  that  no  export  credit  agency  can  offer  its  exporters  more 
attractive  export  credits  than  its  competitors.  These  guidelines 
for  export  credit  agencies,  embodied  in  the  OECD  Export  Credit 
Arrangement,  have  thus  leveled  the  playing  field  for  U.S. 
exporters  in  the  area  of  standard  export  credits. 

In  recent  years,  we  have  focused  increasingly  in  the  OECD  on 
restraining  the  trade  distorting  uses  of  concessional  assistance 
(i.e.  tied  aid)  by  other  countries.   After  the  successful 
conclusion  of  extended  negotiations  early  last  year,  new  rules 
were  added  to  the  OECD  Export  Credit  Arrangement  governing  where 
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tied  aid  could  b«  ua«d  and  wbara  it  ahould  not  ba  uaad.   Sinca 
that  tiaa,  Traaaury  in  coordination  with  othar  concamad 
aganciaa,  including  tha  trada  proaotion  aganciaa,  haa  vigorously 
■onitorad  adharanca  to  thaaa  nav  tiad  aid  rulaa,  challanging  aid 
offara  va  fait  ahould  ba  lookad  at  closaly  to  ansura  conformity 
with  thesa  rulas. 

It  is  still  too  aarly  to  judga  tha  affactivanaas  of  tha  nav 
agraeaent,  in  part  becausa  data  on  aid  disbtirseaents  ara  collated 
with  a  tiaa  lag.   Neverthalaas,  wa  ara  quite  pleased  with  the 
saoothness  of  the  iapleaentation  of  the  new  rules  and  their 
apparent,  if  not  yet  aeasurable,  impact. 

2.   MDB  Lending  and  Procurement  Policies 

Treasxiry  is  the  lead  agency  for  the  U.S.  Government  on  lending 
and  procurement  policies  of  the  multilateral  development  banks 
(MDBS) .   Tha  role  of  these  institutions  in  promoting  growth  and 
development  in  developing  countries  has  far  reaching  implications 
for  U.S.  exports  and  the  U.S.  economy.   Developing  countries  2tre 
the  fastest  growing  market  for  U.S.  goods  and  services. 

The  MDBS  are  promoting  the  open,  market-based  policies  conducive 
to  a  healthy  global  economy  where  trade  and  U.S.  exports  can 
flourish. 

MDB  efforts  to  promote  development  abroad  also  have  direct 
benefits  for  U.S.  business.   Last  year,  the  MDBa  awarded  U.S. 
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companies  procurement  contracts  amounting  to  more  than  $2.2 
billion,  or  $600  million  more  than  we  contributed  to  the  MDBs. 

The  Treasury  Department  plays  an  active  advocacy  role  for  U.S. 
exporters  pursuing  export  opportunities  under  MDB  lending,  i.e. 
HDB  procurement  contracts.   The  U.S.  Executive  Directors'  (USED) 
offices  at  the  MDBs,  staffed  by  Treasury  and  Commerce,  have 
direct  export  promotion  responsibilities  as  veil  as  the  task  of 
providing  advocacy  services  to  U.S.  exporters.   The  U.S. 
Executive  Directors  and  procuirement  liaisons  matke  an  aggressive 
MDB  outreach  effort  a  priority  and  provide  information  and 
counseling  and  host  technical  seminars  for  individual  U.S.  firms. 
Additionally,  Treasury  and  the  USED  offices  continually  press  to 
maintain  an  open,  competitive  MDB  procurement  system,  and  teOce  an 
active  role  in  assisting  U.S.  firms  if  concerns  over  prociirement 
rules  and  procedures  arise. 

(A  list  of  contacts  for  information  on  MDB  procurement 
opportunities  is  attached.) 

Treasurv's  Role  in  the  TPCC 

While  Treasury  has  no  specific  trade  development  programs  of  the 
type  in  which  the  subcommittee  appears  to  be  primarily 
interested,  it  is  an  active  participant  in  the  Trade  Promotion 
Coordinating  Committee  because  of  its  broader  interests.   Many 
staff  hours  vere  invested  in  working  groups  laying  the  groundwork 
for  development  of  the  strategic  plan  for  USG  export  promotion. 
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Of  th«  thr««  working  groups  that  bav«  b««n  eatabllshed,  Traaaury 
particlpatad  Boat  activaly  in  tha  trada  financa  working  group, 
whicb  concentrated  on  identifying  export  financing  gaps  and 
iapediBenta  encountered  by  the  US  exporting  cooaaunity  and 
developing  recommendationa  to  address  the  gapa  and  iapedisienta . 
In  one  of  the  other  working  groups.  Treasury  provided  technical 
expertise  on  our  tax  systea. 

Treasury  also  participates  at  the  TPCC  Deputies  level  and  expects 
to  participate  in  Cabinet  level  deliberations.  We  will  assist 
actively  in  preparation  for  Congress  of  the  report  on  a  atrategic 
plan  for  U.S.  Govemaent  trade  proaotion  prograns. 

If  you  have  any  questions,  I  would  be  happy  to  try  to  answer 
then.   Thank  you. 
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or 
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THE  ENVIRONMENT 


THE  OFFICE  OF  THE  UNITED  STATES  TRADE  REPRESENTATIVE'S 
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STATEMENT 

OF 

OFFICE  OF  THE  UNITED  STATES  TRADE  REPRESENTATIVE 

HOHARD  REED,  SPECIAL  COUNSEL  FOR  FINANCIAL  AND  INVESTMENT  POLICY 
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Good  morning  Mr.  Chairman  and  Members  of  the  Subcommittee.  Thank 
you  for  the  opportunity  to  briefly  discuss  the  role  and  views  of 
the  Office  of  the  United  States  Trade  Representative  (USTR)  as  a 
member  of  the  Trade  Promotion  Coordinating  Committee  (TPCC) . 

It  cannot  be  overstated  that  successful  trade  policies  contribute 
to  our  economic  well-being  by  stimulating  output  of  goods  euid 
services,  better  paying  jobs,  and  international  competitiveness.  In 
turn,  the  capital  generated  in  such  a  milieu  enables  productive 
investment  in  human  and  material  resources. 

To  this  end,  USTR,  which  is  responsible  for  developing  and 
coordinating  U.S.  trade  policy,  continues  to  pursue  vigorously, 
through  its  trade  negotiating  authority,  the  elimination  or 
reduction  of  the  market  access  barriers  of  our  trade  peurtners.  For 
example,  this  is  ceurried  out  multilaterally  via  the  Uruguay  Round, 
and  regionally  via  the  NAFTA  and  initiatives  such  as  Asia  Pacific 
Economic  Cooperation  (APEC) ,  chaired  this  year  by  the  United 
States. 

However,  the  successful  elimination  of  foreign  mzurket  access 
barriers  does  not  in  itself  guarantee  the  scenario  of  economic 
well-being  to  which  I  alluded  a  moment  ago.  Rather,  efforts  must  be 
made  to  cultivate  the  gains  secured,  and  it  is  in  this  regaurd  where 
the  Trade  Promotion  Coordinating  Committee  (TPCC)  should  play  its 
most  constructive  role.  While  the  TPCC  strategic  Plan  has  not  yet 


197 

b««n  finalizad,  I  would  amphaaiza  two  points. 

First,  U.S.  Govarranant  (USG)  rasourcas  and  policias  should  ba 
nanagad  in  a  mannar  that  assists  U.S.  firms  in  gaining  access  to 
anerging  markets.  This  would  help  increase  U.S.  export  volume  and, 
in  turn,  bring  forth  the  capital  formation  essential  to  the 
creation  of  new  businesses  (especially  small  firms)  and  the  new 
jobs  that  attend  them. 

Second,  the  creation  of  a  streamlined  USG  export  promotion  program 
driven  by  customer  requirements,  as  opposed  to  preconceived  notions 
of  services  required,  could  eliminate  unnecessary  interagency 
function  overlap  and  result  in  a  more  targeted  and  economic 
allocation  of  USG  funds. 

It  goes  without  saying  that  it  will  take  time  to  effect  properly 
the  changes  intended  by  the  TPCC,  but  we  are  confident  that  with 
well-organized,  cooperative  interagency  efforts,  the  TPCC  will  go 
a  long  way  toward  realizing  an  export  promotixin  program  that  will 
make  a  size£a>le  contribution  to  the  economic  well-being  of  all 
Americans . 

Thank  you  very  much. 
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USIA 


Statement  by  Michael  Schneider,  Acting  Associate 
Director  for  Policy  and  Programs,  United  States 
Information  Agency,  to  the  July  26,  1993  meeting 
of  the  U.S.  House  of  Representatives  Committee 
on  Small  Business,  Subcommittee  on  Rural  Enter- 
prises, Exports,  and  the  Environment 


The  United  States  Information  Agency  (USIA)  welcomes  the 
opportunity  to  respond  to  the  Subcommittee's  request  for 
information: 

Agency  Involvement  in  Trade  Development 


USIA  is  involved  in  trade  development  by  virtue  of  its  central 
responsibility  for  explaining  and  promoting  U.S.  trade  policy 
abroad.   The  Agency  carries  out  a  vigorous  program  including: 

(a)  informing  foreign  publics  about  U.S.  trade  and  economic 
policies  through  its  multilingual  media,  programs  and  products; 

(b)  providing  information  on  U.S.  products  and  services,  new 
technologies  and  approaches;  (c)  facilitating  U.S.  governmental 
efforts  on  behalf  of  export  promotion;  (d)  helping  create  a 
favorable  climate  of  opinion  abroad  for  U.S.  systems, 
approaches,  goods  and  services;  and  (e)  assisting  the 
development  of  free  market  practices  abroad. 
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The  Agency  has  special  expertise  on  international  information, 
communications,  education,  publishing  and  cultural  sectors  -- 
each  of  which  is  a  significant  facet  of  present  and  potential 
U.S.  export  and  business  interest.   USIA  research  capacities  can 
help  delineate  trends  in  public  attitudes  abroad,  and  identify 
major  concerns  and  perceptions  of  U.S.  competitiveness,  the 
"image"  of  the  American  private  sector,  and  U.S.  trade  and 
economic  policies. 

USIA  officers  are  constantly  involved  with  communicating  the 
substance,  background  and  context  of  U.S.  trade  policy  to 
decision-makers  abroad.   Journalists,  government  officials, 
academics  and  businessmen  are  key  members  of  the  USIS  (USIA 
abroad)  audiences. 

USIA's  Travelling  Information  Center  (nC) ,    is  currently  scheduled  to 
visit  12  countries  in  East  Asia  and  the  Subcontinent,  beginning 
in  January  of  1994,  to  address  environmental  technologies.   The 
TIC   will  provide  concrete  examples  of  the  importance  of 
sustainable  development  and  promote  the  use  of  U.S.  products 
that  are  environmentally  safer  and  economically  viable.   The 
TIC   will  display  innovative  American  environmental 
technologies  (soil  remediation,  groundwater  treatment,  and 
solid/hazardous  waste  handling  and  treatment);  videotapes, 
photographs,  and  text  describing  how  such  technologies  are 
developed  and  used  in  the  U.S.   It  also  offers  a  highly  focused 
library,  including  computer  programs 
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and  data  bases  of  information  on  environmental  technology 
development  and  application. 

Portable,  lightweight,  and  inexpensive,  the  TIC   can  be 
installed  easily  in  an  Agency  Library,  Cultural  Center,  or  other 
indigenous  institutions.   In  certain  cases,  and  in  carefully 
organized  activities,  U.S.  delegations  of  experts,  corporate 
representatives,  and  officials  could  take  part  in  the  program, 
with  opportunities  opened  for  trade  expansion.   With  additional 
funding,  other  areas  of  interest  could  be  explored  for  future 
TIC   activities,  e.g.,  publishing,  education,  communications, 
and  media. 

USIS  posts  provide  assistance  in  direct  support  of  Foreign 
Commercial  Service  trade  promotion  efforts.   This  can  range  from 
co-location  of  facilities  (as  exists  in  a  number  of  U.S. 
Missions  and  is  being  considered  in  several  locations  in  the 
former  Soviet  Union) ,  to  organizing  press  conferences  and  other 
media  events,  to  arranging  events  specific  to  a  particular  trade 
show. 

USIS  officers  abroad  focus  particularly  on  the  media  and 
communications  structures  and  the  societal  and  cultural  patterns 
of  the  host  country  which  Americans  hoping  to  do  business  abroad 
must  understand.   In  Paris  recently,  for  example,  the  USIS 
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office  arranged  a  classical  music  concert  to  promote  American 
musical  instruments  at  Musicora,   France's  classical  music  trade 
show.   Seeing  the  rising  number  of  U.S.  books  being  purchased  by 
Mexicans  (anywhere  between  40-70%  of  the  total,  depending  upon 
the  subject  matter),  our  library  in  Mexico  initiated  a  monthly 
service  to  provide  a  new  acquisitions  list  to  Mexican  libraries, 
universities  and  research  institutes  to  encourage  even  greater 
purchases  of  U.S.  books.   USIA  is  assisting  the  Centro 
Venezolano  Americano  Del  Zulia  (a  binational  center  in 
Maracaibo,  Venezuela)  with  a  pilot  project  to  develop  a  data 
base  clearinghouse  on  trade  associations,  market  conditions, 
economic  environments,  etc.  for  both  Venezuelan  and  U.S. 
business  interests. 


Helping  Small  Businesses  Becoine  Involved  in  Exporting 

Worldnet,    USIA's  satellite  television  programming  capability 
promotes  small  American  businesses  through:  a)  "Doing  Business,' 
which  highlights  American  products  and  services  with  a  primary 
focus  on  small  businesses;  b)  "The  Entrepreneurs,"  which 
spotlights  small  American  business  entities  and  their  output  in 
an  effort  to  encourage  small  business  formation  in  Eastern 
Europe  and  the  former  Soviet  Union;  and  c)  interactives  between 
small  business  representatives  and  leading  representatives  from 
the  media  and  business  abroad,  e.g.,  "Small  Business 
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Development"  with  John  Bebris  of  the  Small  Business 
Administration  and  South  Africa,  "The  Atlanta  Trade  Mission" 
with  Ambassador  Andrew  Young  and  Walter  Huntley  of  the  Atlanta 
Economic  Development  Corporation  to  Ivory  Coast  and  Senegal,  and 
"Women  Entrepreneurs"  with  Antoinette  Ford,  TELSPAN 
International  to  Jordan,  Syria  and  Lebanon. 

USIA's  periodicals:  al-Majal    (in  Arabic),  America  Illustrated    (in 
Russian),  Dialogue    (in  English),  and  Topic   (in  English),  carry 
material  related  to  export  promotion.   They  feature  articles  on 
small  businesses  in  the  United  States  and  on  the  products  and 
services  they  provide. 

TTie  Prosperity  Papers   are  a  new  series  of  newsletter-style 
publications  (nearly  ten  completed)  providing  practical 
information  on  building  and  maintaining  a  healthy  market 
economy.   They  are  available  in  French,  Spanish,  Russian, 
English  and  several  Eastern  European  languages. 

A  recent  USIA  pamphlet.  What  is  a  Market  Economy? ,    in  35 
languages,  gives  an  overview  of  a  market  economy,  and  discusses 
the  many  differences  between  command  and  market  economies. 
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Tools  Needed  to  Increase  USIA's  Effort  to  Help  America  Become 
More  Competitive  Aside  from  Additional  Funding 

The  Agency's  efforts  to  explain  and  promote  U.S.  trade  policy 
abroad  could  be  increased  by  ongoing   substantive  access  to  a 
wide  range  of  U.S.  spokespersons  for  press  conferences  at  our 
three  Foreign  Press  Centers    (Washington,  New  York  and  Los  Angeles) 
with  leading  foreign  journalists  based  in  the  U.S.;  Worldnet 
interactives  with  distinguished  foreign  representatives  from  the 
media,  commercial,  and  governmental  community;  teleconferences 
between  U.S.  spokespersons  and  counterparts  abroad  via  telephone 
circuits,  including  digital  video  conferencing;  byliners  to 
appear  in  our  Wireless  File   compilation  of  key  government  issues 
for  placement  in  foreign  print  media;  and  interviews  for 
articles  to  appear  in  our  magazines.  Topic    (for  Africa),  al 
Majal    (for  the  Middle  East),  America  Illustrated    (for  Russia),  and 
contributions  to  our  new  series  of  the  Prosperity  Papers . 

The  new  Administration's  strong  emphasis  on  economic  and  trade 
policy  has  caught  the  world's  attention.   There  is  great 
interest  in  America's  efforts  to  put  its  own  house  in  order,  and 
some  concern  for  what  these  policies  mean  for  the  rest  of  the 
world.   Foreign  audiences  need  ongoing  communication  with  U.S. 
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spokespersons  to  understand,  within  their  own  cultural  context, 
the  thrust  of  our  priorities.   To  provide  the  credibility 
necessary  in  conveying  these  priorities,  the  coranunicators  must 
be  seen  as  distinguished  experts  in  their  field,  if  they  are  to 
reach  and,  hopefully,  influence  key  decision  makers  and  the 
general  publics  abroad. 

Specific  Trade  Development  Programs  Managed  by  USIA 

USIA  supports  and  facilitates  trade  development  programs 
administered  by  other  government  organizations  through  its  media 
programming  and  domestic  and  field  cooperation  with  other  TPCC 
members . 
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Testimony  of  Arnold  Levine 
Director,  Office  of  International 

Transportation  and  Trade 

U.S.  Department  of  Transportation 

Before  the  Committee  on  Small  Business 

Subcommittee  on  the  Development  of  Rural 

Enterprises,  Exports  and  the  Environment 

July  26,  1993 

Good  morning,  Mr.  Chairman,  and  Members  of  the  Committee.   It  is  a 
pleasure  to  be  here  today  to  discuss  the  involvement  of  the 
Department  of  Transportation  (DOT)  in  the  work  of  the  Trade 
Promotion  Coordinating  Committee  (TPCC)  and  our  role  in  U.S.  trade 
development.   Before  I  address  the  four  questions  you  have  posed, 
let  me  give  you  a  brief  summary  of  the  DOT  progreuns  that  we 
believe  help  promote  U.S.  exports. 

DOT  currently  has  programs  that  relate  both  directly  and 
indirectly  to  trade  promotion  overseas.   The  direct  efforts,  such 
as  those  carried  out  by  the  Office  of  Commercial  Space 
Transportation  (OCST),  assist  U.S.  transportation  companies  in 
selling  their  products  abroad.   The  indirect  efforts,  which 
involve  technical  assistance  and  cooperation  programs  as  well  as 
the  development  of  technical  standards  for  transport  and  related 
equipment,  can  help  persuade  foreign  buyers  to  choose  U.S.  goods 
and  technology. 

The  Department  participates  in  the  work  of  a  number  of 
international  organizations,  particularly  the  United  Nations  and 
its  specialized  agencies,  in  which  sovereign  states  formulate  or 
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hamonize  policies  and  exchange  information  to  ensure  the  safe, 
efficient  and  environmentally  responsible  movement  of  goods, 
materials,  and  passengers.   To  aid  developing  countries  in  this 
effort,  we  provide  technical  assistance  in  aviation,  highway 
construction  and  maintenance,  port  security  and  maritime  training. 

Technical  assistance  is  very  important  in  promoting  trade. 
Individual  project  design  standards  and  specifications  tend  to 
favor  the  products  of  the  country  doing  the  project  analysis.  We 
have  found  that  the  dononstration  (uid  use  of  U.S.  equipment  during 
technical  assistance  activities  helps  promote  confidence  and 
"brand  loyalty'  among  recipient  countries.   This  is  very  important 
for  the  future  purchases  of  O.S.  equipment  by  those  triio  have 
received  our  training  and  assistance. 

Examples  of  DOT*provided  technical  assistance  include  long-term 
highway  programs  in  Kuwait  and  Saudi  Artibia,  other  highway 
programs  in  over  70  countries,  port  security  and  maritime 
operations  training  provided  by  the  Coast  Guard,  and  programs  by 
the  Federal  Aviation  Administration  (FAA)  that  provide  assistance 
for  a  full  range  of  civil  aviation  activities  in  air  traffic 
control  operations,  air  navigation,  air  traffic  control  systems, 
and  security.  The  Department's  Research  and  Special  Programs 
Administration  (RSPA)  tracks  technical  assistance  activities 
throughout  the  entire  Department  and  functions  as  a  central  point 
of  contact  on  the  resources  available. 
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I  believe  I  have  begun  to  answer  your  first  question  which  was, 
"Why  is  your  agency  involved  in  trade  development?"   DOT  is 
involved  in  trade  development  by  the  very  nature  of  our  mandate  to 
facilitate  the  efficient  movement  of  goods  and  passengers  and 
assist  in  the  development  of  transportation  infrastructures  that 
allow  the  free  flow  of  manufactured  products,  both  domestically 
and  overseas . 

DOT  sets  numerous  technical  standards  that  influence  world  markets 
for  transportation  equipment.   In  working  to  develop  international 
standards  that  conform  to  U.S.  standards,  the  Department  aids 
exporters  who  are  already  familiar  with  U.S.  domestic  standards 
and  operating  procedures. 

The  Department  also  participates  in  technical  fora  that  make 
certain  that  regulations  or  standards  exist  for  reasons  of  safety 
or  protection  of  the  environment  and  not  as  disguised,  non-tariff 
trade  barriers.   Industry  representatives  often  attend  such 
meetings  to  ensure  that  trade  is  not  burdened  or  slowed  by 
unnecessary  regulation  or  procedural  controls. 

Question  2  asks,  "How  does  your  Agency  help  small  business  become 
involved  in  exporting?"  The  Department  has  an  Office  of  Small  and 
Disadvantaged  Business  Utilization  (OSDBU)  that  has  undertaken  th« 
following  recent  initiatives  to  help  promote  minority  and  small 
business  involvement  in  export  ventures: 
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(a)  The  OSDBU  is  including  a  fact  sheet  on  the  Department  of 
Connnerce's  Trade  Information  Center  in  the  DOT  Marketing 
Information  Package  which  is  distributed  nationally  to  small  and 
disadvantaged  firms  seeking  to  participate  in  DOT  contracting 
opportunities.   The  Trade  Information  Center  is  a  one-stop  source 
for  information  on  the  multitude  of  Federal  programs  to  assist 
U.S.  exporters. 

(b)  The  OSDBU  has  actively  participated  in  the  Minority  Business 
Interagency  Communication  Subcommittee  of  the  TPCC  to  assist  in 
identifying  Federal  initiatives  which  could  be  used  to  encourage 
increased  export  activities  by  minority  and  small  businesses. 

(c)  The  OSDBU  has  maintained  and  distributed  information  on  doing 
business  with  the  Kuwait  government  as  developed  by  Kuwait  task 
groups  at  the  Small  Business  Administration  and  the  Minority 
Business  Developnent  Agency. 

The  third  question  asks  what  tools  DOT  needs  to  increase  its 
efforts  to  help  America  become  more  competitive.  We  have  several 
suggestions  for  additional  trade  promotion  activities  that  we 
believe  %fOuld  enhance  U.S.  exports. 

More  can  be  done  in  terms  of  providing  technical  and  training 
assistance  to  foreign  countries.   Such  programs  are  among  the  best 
methods  of  introducing  potential  customers  to  U.S.  goods  and 
services.   Foreign  managers  in  the  areas  of  transportation  and 
public  %rork8  could  be  brought  to  the  United  States  for  training. 
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Costs  of  such  a  program  could  be  shared  through  a  Federal /private 
industry  partnership.   The  countries  of  Eastern  Europe  and  the 
former  Soviet  Union  provide  an  excellent  opportunity  for  such  a 
program. 

We  could  renew  our  efforts  to  support  international 
standardization  in  transportation  and  related  sectors.   Areas 
where  we  might  undertake  work  include  cargo  containers,  rail  gauge 
sizes,  road/highway  weight  bearing  limitations,  and  metric 
equipment . 

The  last  question  asks  DOT  to  describe  the  specific  trade 
development  programs  it  manages.   The  following  three  progreuns 
make  up  the  bulk  of  what  DOT  does  in  the  area  of  trade  promotion. 

(1)   The  mission  of  the  OCST  is  to  promote  commercial  space 
transportation  activities  by  the  U.S.  private  sector.   In  addition 
to  assisting  U.S.  companies  in  selling  their  products  abroad,  OCST 
licenses  and  regulates  U.S.  commercial  space  transportation 
activities,  and  conducts  the  research  necessary  to  support  the 
development  of  Federal  safety  standards  for  commercial  launches, 
launch  sites,  and  new  payloads. 
OCST  Contact:  Don  Trilling  (202-366-2937) 
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(2)   The  FAA  supports  U.S.  trade  promotion  in  the  following  waysi 

(a)  Hfltaonization  of  Standflrdgt   The  FAA  works  with  major  aviation 
nations  to  achieve  common  performance-based  standards.   Achieving 
harmonization  of  standards  would  directly  and  positively  Impact 
the  financial  prospects  of  the  U.S.  aircraft  manufacturing 
Industry  and  its  ability  to  compete  in  the  global  marketplace. 

(b)  Air  Trade  Shqws.   In  cooperation  with  other  U.S.  agencies,  the 
FAA  participates  in  key  international  air  shows  and  special 
aviation  trade  missions  to  promote  safety  policies  and  encourage 
the  use  of  U.S.  products  worldwide. 

(c)  Aviation  Industry  Briefings.   The  FAA  regularly  provides 
briefings  designed  to  inform  the  U.S.  aviation  industry  of 
aviation  developments  in  foreign  markets. 

(d)  Visitor  Programs.   A  variety  of  programs  for  foreign  civil 
aviation  authorities.  Including  seminars,  workshops,  and  visits  to 
FAA  facilities  and  U.S.  aviation  manufacturers  is  conducted  to 
acquaint  and  educate  foreign  aviation  officials  with  U.S.  aviation 
products.   This  process  helps  foreign  organizations  gain  knowledge 
of  U.S.  technologies  and  addresses  their  development  needs. 

(e)  Technical  Assistance.   The  FAA  technical  assistance  agreements 
have  gro%ni  ten-fold  during  the  1980s  (22  to  247).   Such  agreements 
now  cover  a  combination  of  77  countries  and  international 
organizations.   The  FAA  also  facilitates  the  procurement,  lease, 
or  loan  of  U.S.  aviation  equipment,  spare  parts,  and  repair 
services.   The  ability  of  the  FAA  to  provide  training  and  supply 
support  is  a  strong  selling  point  for  U.S.  firms  competing 
overseas . 

FAA  Contactt  Peter  Keefe  (202-267-3190) 
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The  Federal  Highway  Administration  (FHWA)  is  complementing  work 
done  under  a  program  started  by  the  Agency  for  International 
Development,  the  Department  of  Agriculture,  the  Department  of 
Commerce's  International  Trade  Administration,  and  the  Department 
of  State's  Trade  Development  Agency  in  the  surface  transportation 
sector.   Through  its  contacts  with  counterpart  agencies  abroad, 
this  program  provides  advance  notification  regarding  highway 
related  opportunities  for  U.S.  industrial  organizations.   The  FHWA 
has  undertaken  project  appraisal  missions  in  countries  including 
Argentina,  Uruguay,  Mexico,  and  Russia,  and  is  currently  assisting 
foreign  governments  in  program  and  project  implementation  with  the 
expectation  of  subsequent  U.S.  industrial  involvement. 

The  FHWA  is  providing  technical  assistance  to  the  World  Bank  in 
its  efforts  to  enhance  Russian  surface  transportation 
infrastructure  and  transport  services.   This  technical  assistance 
is  directed  towards  promoting  Russian  institutional  reforms  that 
would  also  open  Russian  markets  to  U.S.  goods  and  services. 

FHWA  also  maintains  an  active  international  technology  sharing 
program.   Program  elements  include  international  exchanges  of 
highway  research  information;  a  visitors  program;  and  coordination 
of  U.S. involvement  in  conferences  and  exhibits. 
FHMA  Contact:  John  Cutrell  (202-366-0111) 
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Mr.  Chairman,  this  concludes  my  prepared  remarks.  I  would  be 
happy  to  respond  to  any  questions  you  or  other  members  of  the 
Committee  might  have. 
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lliank  you,  Mr.  Chaimmn,  and  good  mcasing,  la<&s  and  genfl«nien.  tt  is  a  pleasme 
to  be  hoe  to  testify  on  EPA's  role  'wittaia  ay^oM.  U.S.  trade  devdc^nseot  effom.  My 
testuDony  today  will  address  the  four  qoesdons  raised  in  your  letter  of  invitation:  Why  is 
EPA  involved  in  trade  development?  How  does  EPA  he^  small  busiiiesses  become  involved 
in  expodiiig?  What  tools,  besides  additional  foiKfing,  does  EPA  need  to  Inciease  its  e£Ebit  to 
heip  America  hscome  more  competitive?  What  spedfic  tiade  development  programs  does 
EPA  manage? 

yVby  Js  EPA  iDToIyed  in  Trade  DevelopaientZ 

EPA  is  a  narinnai  anri  jnt^maKfifiai  leadcT  In  the  iHiWiirli  and  deveiopmeat  of  new 
eavironmeotal  tedmok^ies.   Such  pzogiaais  stimulatB  the  devdopmeot  of  innovalive 
tedmologies  Oiat  enhance  the  ooiiq>etid.vepodticin  of  n.S.  sigypliers.  In  additbn,  EPA  is 
wngagrd  in  a  coiujiieLeasive  efibit  to  stieogtiiBi  or  build  eovizonmental  iniiastnictiiies 
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ttuougbout  PjiQgiiii  Eorope,  tbc  riiiiii(»r  Soviet  Union,  «"'^  the  devesL^iisg  woild.   Under  tbe 

Sappan  for  Fjistrgn  Emopeaa  Democxacy  (SEED)  Act,  tbe  Fieedom  Si^ipoct  Act,  and  tbe 

CS.-Asan  Knyrrnnmrmtal  PaUDBldl^,   fiXT  fv*mjilt'    EPA  iS  WOddDg  Witb  foidgll 

governments  in  setting  eoviioameDlal  legulatiom:  and  standards,  in  developing  innnitnring 
and  en&icemeot  "yrfflhiliti^,  ""^^  in  applying  poILitioa  prevouion,  "»ir  managcmeot,  and 

other  winiiiMiTTwntal  nmnagjjmwif  ^«rhnj<jn»f      All  Of  Th<*S^  ptOgnUnS  hdp  CteatB  the  rf>^iTWin>! 

for  IT^.  eavitomneDtal  tedmologies,  goods,  and  services  woddwide,  tbezri>y  creating 
potential  iT'mnTTiftrns^]  oppuituiiities  for  U^.  badness  and  indusoy. 

EPA  is  also  oominitted  to  cnsuiing  that  buernalioaal  trade  oocoxs  in  an 
eoviiomnentally  sensitive  and  sustainable  mannea'.  EPA,  fte  U^.  Ttade  Sejiteseiitaiive,  and 
otber  ccMceacned  agendes  aie,  for  exaaqde,  es^Ioring  ways  to  accoo^Iisb  this  goal  tfaiougb 
tbe  OiganioticBi  for  Economic  Coopecaiion  and  Devdopment  (OECD)  and  tiie  Geoeral 
Agreemeit  on  Taii£&  and  Trade  (GATT). 

How  Does  EPA  Help  Small  Businesses  Become  Involved  in  Exportiag? 

Any  stratify  to  promote  U^.  international  tiade  and  oonij)ellllveuess  mnst  lecognize 
ttie  importani  role  of  small  and  medium-sized  conqanies.  To  fitat  ecd,  EPA  is  evaluatii^ 
c^ons  as  part  of  the  President's  Environmental  Tecfanology  Iniliaiive  for  FY  1994  for 
assisting  small  bosinesses  wlih  tht^  legulatoiy  compliance  and  competiiiyeoess  objectives  by 
making  greater  use  of  pollution  prevention  management  techniques  and  practices.     By 
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unproving  process  effidcocy  and  pnxluctlviiy,  the  use  of  these  teduiiqiics  should  hdp  these 
businesses  improve  their  national  and  intEmadoml  conmeliliveuess. 

la  the  U^.-Modoo  bonier  aica,  for  nraniplr,  EPA  is  piDvi<fing  tndning  and  tw<*"iral 
as?tisnrnoe  to  eoonomically  disadvaataged  border  oomiminities  so  that  tbey  can  dewdLop 
alteootive  ffnandng  mechanisms  —  wodc  made  possible  throng  a  lecent  EPA  grant  to  the 
University  of  New  Mexico's  Enviroomeotal  Finance  Ceota'.   EPA  -waff  have  also  provided 
terfinrcal  aCTsfantx  and  inftmnadonal  siqspott  —  ttnou^  the  Dqtarnneat  of  Commerce  —  to 
dozEQs  of  U.S.  cnvitDimieQtal  service  conqtanies,  including  gman  and  disadvantaged 
companies,  seeldng  to  tap  into  Miexioo's  $600  ini^Ilkm  eaviroomental  market. 

In  additioo,  EPA's  Office  of  Small  and  Disadvantaged  BusJoess  tTfflixarion  (SimD) 
receives  dozens  of  inqoides  each  week  asking  fiar  assistance  in  ii«ii.iwing  enviiotuneot- 
rdated  technolo^es  and  services.   SDBU  directs  diese  Tngiririwt  to  the  appinj^irinTR  EpA 
program  ofSce  for  technical  advice  or  to  die  Dq»rtnieiit  of  Commeics  or  Small  Business 
Admimstralioa  for  export  assistance. 

What  Tools,  Besides  AdAtional  Eunding,  Does  EPA  Need  to  bicrease  its  EXTott  to  Help 
America  Become  More  Competitive? 

EPA  is  commirrnd  to  helping  to  move  innovalive  II.S.  eavinKunental  technolo^cs  out 

of  die  labnatoiy  and  into  the  woild  madtet  place.  To  fnrtber  diis  goal,  the  Agent^  is 


216 


-4- 
woddng  hard  to  reduce  i^ulatory  and  other  barriras  to  technology  innovaiiOQ, 
oommecdaliTatloa,  and  expoit.  Few  exan^,  we  are  canently  i-ramjnitig  2xea&  whae  EPA 
legnlations,  progDms,  policies,  and  implMicntaiioa  procedazes  may  hinder  the  development 
and  use  of  innovadve  technologies.   Wc  aie  also  woiting  to  streamline  r^olatoiy  procedures 
to  inqirove  penniixing  proceases  and  enforcemeni:  policies  to  encomage  the  devdopment  of 
new  technologies.  However,  to  fiilly  achieve  oin  potential  in  fitis  area,  the  Administiatioa 
must  work  closdy  wia  Congiess  during  the  leauAorization  of  eavioHUDeaial  i*yi!iati«tn  to 
marinrize  flexibility  in  develqpiag  isolations. 

Anotfier  valuable  tool  win  be  improvea  inier-agency  coordina&in,  which  <iiaw5  on  flie 
^edalskillsof  each  Federal  agenQf  involved  wiih  technology  development  and  tmde.    To 
this  end,  Secraary  of  Commerce  Ron  Brown  has  leconstitatBd  the  Tcade  Promotion 
Conrriinating  (Tonumttee,  in  accordance  with  the  ^Export  Eafianccment  Act  of  1992,  to 
mobilize  and  intfgraii?.  overall  U,S.  tcade  and  e^wt  promotion  activiiies.   Tlie  Depaitmeat 
of  Commerce  is  also  leadmg  an  inter-agency  initKilive  to  respond  to  the  Presideot's  Earth 
Day  leqtiest  of  April  21,  1993,  directing  EPA  and  the  DQartmcnts  of  Conmuace  and 
Energy  to  "... create  a  strategic  plan  to  give  our  osmpanies  the  trade  devd<^mHit, 
promotional  efforts,  and  fBchniral  asm'stanix  they  need  to  tutn  fliese  advances  in&)  jobs  here 
in  America,  as  well  as  to  hd^p  promote  a  better  ecvironment*. 
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What  Specific  Tksde  Derelopaient  Frograms  Does  Yonr  Agency  Manage? 

EPA  has  a  crrtirai  itds  xo  pizY  wittdn  .ovcon  U.S.  vodbooiogy  Innovatioa  anri  Qade 
development  programs.   With  respect  to  tbe  sqiply  of  covlioaiiieatBl  wrtinolnglfit  SPA  is 
focgiag  paitDcidi^s  with  other  Fedoal  ageodes  and  the  pdvaiB  sector  to  fiRcTta*^ 
trchnnlngiral  innovatiaii.  This  coopcntlaii  inrimi^  tbe  dissemiDatifla  of  aedflde 
infonnatioa,  tbe  improvemeot  of  Federal  and  Stais  regulatoiy,  ii^Jiiiiiiitipj  aiwf  enfinoeinent 
progTTims,  and  tbe  fnnding  of  tnoovaiive  tedmology  pungramB 

EPA  and  other  Fedeial  agencies  have  worked  successfully  'wiQi  industiy  in 
implementing  the  pioviaoas  of  the  Federal  Tecfamdogy  Transfer  Aa  (FTTA).  EPA's  QCBce 
of  Research  and  Development  (ORD)  has  signed  more  than  40  FTTA  Coopeative  RcKaiTch 
and  Development  Agreemeats  (CELADAs)  imd  Ticwiong  AgieemeDts  with  paitnecs  in  the 
private  sector.   Our  CHean  Tedmology  Use  by  Small  Business  Progcam  under  the  FY  1994 
Environmental  Tedmolo^  Iniijaiive  will  fluther  iicceterate  our  'supply  side'  development 
efforts.   SpedficaUy,  we  plan  to  expand  our  poQution  prevention  *y*»"'<^'  assstance 
program  for  small  businesses,  increase  our  joint  iodustnal  research  prograjn,  and  catalyze  tbe 
design  of  newer  chemicals  and  processes  used  by  small  businesses.   Furtlier,  fiie  OfBce  cf 
Preveotion,  Pesticides,  and  Toxic  Substances  (OPFTS)  has  in«ritiiti'rf  a  Deagn  far  the 
Environment  Program  in  whidi  EPA  woils  otAIatxxalivtiy  with  industry  to  identify  process 
and  diemical  fisedstock  modifications  that  reduce  pollutants. 
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Oa  die  demand  side,  EPA  and  die  Agenc;  &r  International  Devek^mcct  (AID)  sec 
woddug  closely  witb  ottacr  govenuneats  and  intematicnal  orgamzations  in  buildicg  tlie 
eoviioiunental  Infrastructures  iqion  wtdcii  fiother  iTitanational  enviiDninenial  progress 
dqimris.   Under  the  U.^.-Asia  Eavironmeaal  Partnership.  6ie  Support  fi>r  Va^itrt  Euxopeaa 
Demociai^  Act  (SEED),  the  Freedom  Snppat  Act,  tiie  AID/EPA  Eavirouneotsl  Pollution 
PieveoiioD  FiGject,  and  otiier  ptograms,  EPA  is  engaged  in  a  compidieoave  e&it  to 
stiengdieD  and  tmfld  envisrameatal  iiicri*it«if»ng  and  wqaMities  thioogbout  tlie  developing 
wodd.  In  aridMon  to  serving  XJ.S.  eoviionnieazal  objecdves,  such  pro&iams  mhanr^.  ^ 
demand  fbr  U.S.  caviroiuneQial  teduiologies  and  oqiertlse. 

EPA  was  <nyTTHT}<»fifBi  }n  establi^ing  tiie  D.S.  Envitonmaital  Ttaining  liistiiiite  (U.S. 
En),  a  panneiship  with  the  private  sector,  to  introduce  foreign  officials  to  UJS. 
envinmmental  tedmologiBS  and  services.   EPA  asc:  Commerce  also  coDaboialed  in  the  fiist- 
time  publication  this  month  of  the  Green  Pages.  As  a  stand-alone  vetsioa  and  as  an 
eavinnimental  supplement  to  the  Dqiartmeit  of  Commerce's  The  Export  Yellow  Pages,  this 
biochuie  lists  over  1,000  TJS.  coinpanies  eager  to  sell  their  products  and  services  overseas. 

EPA,  Commerce,  and  fiie  Tiade  and  Development  Agency  recently  co-sponsored  a 
"icveise*  tiade  mission  for  Brazilian  officials  to  deiennine  how  U.S.  companies  can  play  a 
rc^  in  cleaning  up  the  Tiete  fiiver  in  Sao  Paulo,  Brazil.   Originally  iniHatprf  tlitough  EPA's 
tBchniral  aqisiancF  program  with  Brazil,  this  project  allowed  Brazilian  industry  and  political 


219 


-7- 
leaders  to  visit  U.S.  cities  tbat  have  eoacted  siinilar  liver  dean-op  prognuns  and  to  vietw 

fist-hand  tlie  successful  appficatioa  of  U.S.  tectanology.  Ttae  Covcmor  of  Sao  Paulo  has 

subsequently  asked  EPA  to  piay  an  active  role  in  ovosedng  foQow-^  to  the  project,  Aereby 

laying  tbe  foundation  for  fnnitc  envinmnienlal  ooQaboratian. 

EEA-'s  cooperative  progcams  with  Mexico  provide  an  wrdlmt  exanqde  of  die 
Agency's  eaviionmeiital  programs  in  actioo,  as  ^vcll  as  dieir  potential  bene&s  for  IT.S.  txade 
and  export  piogtams.   In  1991,  die  Government  of  Mexico  allocatwl  $4.6  billioa  in 
expenditures,  loans,  and  cieifits  to  address  eovirsiunental  ccHiceiiis.  Tbis  iqseseots  a 
lemarkable  oppoitmiity  &r  U.S.  suppliers,  wiio  already  provide  over  45%  of  Medoo's 
eaviionmenial  technology  imports. 

EPA  bas  been  worldng  closely  widi  the  (3ovenunent  of  Mexico  in  solving  a  wide 
range  of  enviromneatal  problems  both  along  tbe  border  and  within  Madco  City.  The  Bozdo' 
Plan,  now  in  its  Erst  stage,  has  helped  lay  the  groundwork  for  a  sustainable  envitonmwital 
rdationship  between  the  two  CQmune&.   Tbe  bnader  North  Amerigan  Free  Trade  Agreement 
CNAFTA)  will  enhance  diis  relationship. 

EPA  has,  for  example,  intTi?T<'^  a  peisonnd  exchange  program  with  Mexico  under 
which  EPA  technical  staff  provide  <£iect  q««i<tanr^  to  the  Mesdcan  Secretaiiat  of  Social 
Development  (SEDESOL),  as  wdl  as  to  Menco  City's  Commission  for  Pollution  Pievention 
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oTui  ContioL  Tlitoagh  fW«  assistance,  EPA  is  snj^oiting  tiie  Tcadc  and  Development 

AfjBocy  efEcuts  to  promote  gieater  access  for  U.S,  firms  to  tfae  growing  lozxcdous  waste 

managBoeot  nadat  in  M'fjri"'  Citf.  EPA  has  also  devdtJped,  again  in  ooopcntion  with  die 

Mexican  j^imffmn^ti  a.  bHingual  pollutiaii  pisvention  guide  fiir  die  niyflwMwfl  indtutcy 

along  the  boider,  with  an  miphaaK  oq  qHi»injifiiiw  tecbnologies.  Ooafied  widi  T^q  Qtmen 

£agES>  descdbed  euQcr,  diis  guide  wiB  save  as  a  useful  tn#r'hgm<Tn  for  witmnang  oadoBt 

access  to  ttus  significant  madoet  south  of  the  bcxder. 

WiOi  that,  Mr.  rfBrirman^  I  pondude  my  lemadcs.  I  would  like  to  dank  you  agaia 
for  the  opportunity  to  pieseat  EPA's  views  at  ftiiar  beanng,  and  would  be  glad  to  answer  any 
questions  you  may  have. 
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Statement  of 

Cecilia  D.  Wheatley 

United  States  Bureau  of  Mines 

Department  of  the  Interior 

before  the 

Subcommittee  on  Rural  Enterprises,  Exports  and  the  Environment 

Committee  on  Small  Business 

U.S.  House  of  Representatives 

July  26,  1993 


Mr.  Chairman  and  Members  of  the  Subcommittee: 

I  am  Cecilia  Wheatley,  an  international  economist  with  the  U.S.  Bureau  of  Mines. 
The  Bureau  provides  assistance  to  the  Department  of  the  Interior  in  support  of  its  role  as  a 
member  of  the  Trade  Promotion  Coordinating  Committee  (TPCC).   As  requested  in  your 
July  8,  1993  letter  to  Secretary  Babbitt,  the  Department  is  pleased  to  provide  information  in 
response  to  your  specific  questions. 

Participation  by  the  Department  of  the  Interior  in  the  TPCC  processes  is  in  its 
formative  stage.   We  defer  to  the  Department  of  Commerce  and  others  on  matters  of  trade 
development  and  export  promotion,  but  the  diverse  natural  resource  inventory  and 
management  skills  present  within  the  Department  of  the  Interior  can  help  provide  new  or 
improved  opportunities  to  stimulate  foreign  appreciation  of  the  natural  bounty  and  beauty  on 
public  lands  in  the  United  States.   For  example,  our  National  Park  System,  our  Native 
American  industries,  our  preservation  of  diverse  cultural  heritages  and  our  pursuit  to  save 
and  restore  fragile  ecosystems  can  attract  foreign  travel  and  tourism. 
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In  April  of  this  year,  the  Department  of  the  Interior  was  asked  to  send  representatives 
to  meetings  of  three  working  groups  established  by  the  TPCC:   Trade  Finance,  Information/ 
Counseling/Marketing/ Advocacy,  and  Obstacles  to  Export.  These  working  groups  were 
created  to  review  U.S.  export  promotion  programs  and  to  develop  strategies  for  improving 
their  effectiveness.   The  Bureau  of  Mines  was  designated  to  represent  the  Department  of  the 
Interior  at  the  TPCC  working  group  meetings  which  began  on  April  26. 

The  Department  of  the  Interior  participated  in  only  one  of  the  three  working  groups  - 
the  Information/Marketing/Counseling/ Advocacy  Working  Group.   The  group  met  regularly 
for  three  weeks  in  April  and  May  and  less  frequently  throughout  June.   During  that  time, 
agency  rq)resentatives  reviewed  U.S.  export  promotion  and  trade  development  programs, 
and  solicited  opinions  from  businesses  that  had  used  the  government  programs  to  facilitate 
their  export  activities. 

The  Department  of  the  Interior  does  not  administer  any  of  its  own  export  assistance  or 
trade  development  programs.   Our  functions  are  concerned  principally  with  the  sound  and 
scientific  management,  conservation,  and  development  of  natural  resources.   The  Department 
of  the  Interior  can  use  its  natural  resource  management  capabilities,  including  those  for  the 
environmentally  sound  management  and  analysis  of  minerals  and  materials  markets,  to  assist 
in  the  export  promotion  and  trade  development  activities  of  other  government  agencies.   The 
Department  can  help  agencies  like  the  Department  of  Commerce  identify  foreign  markets 
where  mineral  and  material  products  and  services  are  likely  to  be  successfully  marketed  for 
export. 
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The  Department  of  the  Interior  participates  in  approximately  35  international  technical 

assistance  agreements.   These  agreements  can  be  vehicles  for  promoting  American 

technology  and  the  use  of  American  equipment  and  services.   The  Department  of  the  Interior 

stands  ready  to  work  with  federal  and  private  export  promotion  organizations. 

Thank  you  for  expressing  an  interest  in  the  programs  of  the  Department  of  the 
Interior. 
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Although  the  Department  of  the  Interior  has  no  statutory  trade 
promotion  responsibilities,  its  international  agreements  can  be 
used  as  vehicles  for  promoting  U.S.  trade  objectives.   The 
international  activities  of  the  Department  of  the  Interior  should 
be  viewed  as  opportunities  to  showcase  and  promote  American 
equipment  and  services.   The  Department  of  the  Interior  stands 
ready  to  cooperate  with  trade  promotion  agencies  to  take 
advantage  of  these  opportunities. 

The  Department  of  Interior,  which  has  about  150  international 
agreements,  currently  provides  training  and  assistance  in  a  wide 
range  of  natural  resource  and  related  high-technology  areas. 
These  include  remote  sensing,  and  mapping  of  mineral  deposits, 
sea  ice,  and  oceans;  monitoring  and  measurement  of  earthquake  and 
volcanic  activity;  development  and  management  of  irrigation, 
electricity  generation,  and  water  desalinization  systems; 
heritage  conservation  and  management  of  park  and  forests; 
assistance  with  implementation  of  international  agreements 
protecting  plants  and  animals;  mining  and  materials  equipment  and 
procedures,  mine  health  and  safety  and  mine  reclamation  equipment 
and  procedures;  and  management  of  offshore  minerals  and  energy 
resources. 

For  example,  the  Bureau  of  Reclamation  currently  has  a  project 
with  Brazil  in  which  it  is  providing  technical  assistance  for 
irrigation  development  in  the  northeastern  part  of  the  country, 
to  Brazil's  Irrigation  Ministry.   As  part  of  the  project,  a 
Brazilian  delegation  came  to  Los  Angeles  and  met  with  the 
American  Consulting  Engineers  Council  and  with  U.S.  equipment 
manufacturers . 

The  importance  of  using  international  agreements  to  promote  U.S. 
commercial  interests  is  illustrated  by  the  U.S.  Geological 
Survey's  (USGS)  unsuccessful  attempt  to  compete  with  its  Canadian 
counterpart  for  a  government-to-government  mapping  project, 
funded  by  the  Asian  Development  Bank  (ADB) ,  in  Thailand. 
Canada's  International  Development  agency  offered  to  cover  travel 
expenses,  salaries,  and  equipment  for  Canadian  Geological  Survey 
scientific  and  technical  personnel,  totalling  about  $5  million. 
The  USGS  is  required  to  obtain  reimbursement  for  its  own 
personnel  and  subsequently  could  not  compete  effectively  with  the 
Canadians.   As  a  direct  result  of  this  project,  Thailand  and 
purchased  substantial  amounts  of  equipment  and  services  from 
Canadian  firms  including  an  initial  purchase  by  the  Thailand 
government  totalling  $30  to  40  million. 
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Indeed,  the  project  does  afford  an  opportunity  for  the  use  of 
American  equipment.   The  Bureau  of  Reclamation  provided  to  the 
Brazilian  Government  a  list  of  American  equipment  suppliers  known 
to  the  Bureau.   As  indicated  in  response  to  the  previous 
question,  the  Bureau  also  provided  an  opportunity  for  the 
Brazilian  delegation  to  meet  with  American  consulting  engineers 
and  equipment  manufacturers. 
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STATEMENT  BY 

on.  LAUnA  D' ANDREA  TY60N,  CKAIR 

COUNCIt.  OP  ECONOMIC  ADVISERS 

tofers 

Th«  CommlttM  on  Small  BusJneM 

Suboommlttee  on 
Rural  EntarpriMt,  Exports  and  ttie  Environmant 

Monday,  July  26, 1893 

Tbt  Council  of  Economic  Adviseri  believes  thai  a  strong  e-Tp^Mt  sector  ia  critical  to 
America's  economic  future  and  welcomes  this  opportunity  to  comiminicate  our  views  to  the 
Subcommittee  on  Rural  Enterprises,  Expoits.  and  the  Bovironment. 

Exports  are  a  erudal  part  of  the  national  economy.  By  selling  abroad,  firms  eaa 
speciaUze  in  products  that  the  domestic  market  alone  is  not  large  enough  to  support.  The  larger 
M|ift  volume  permits  firms  to  introduce  tarn  technologies  and  prtx^sses  that  make  dtem  mote 
competitive.  Bxpofs  help  small  firms  grow  big,  providing  jobs  for  American  workcn. 

Tlie  Administration  currently  has  a  number  of  policy  initiatives  to  support  our  export 
drive,  lite  A<<ininistration  recently  forgecl  a  breakthrough  in  the  ongoing  Uruguay  Round  of 
multUateiBl  trade  talks.  Foitlgn  market-opening  achieved  through  these  negotiations  will  mean 
billions  of  dollars  in  new  exports  for  American  firms.  The  Administration  is  also  pushing  ahead 
with  the  North  American  Free  Trade  Area.  Again,  succeasftil  completion  of  the  NAFTA  will 
mean  billions  of  dollais  of  new  sales  opportunities  for  American  firms.  The  Administntion  hu 
also  recently  concluded  t  Frameworic  Agreement  with  Japan.    This  Agreement  will  provide 
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Afnerican  flnni  with  blUiont  of  dollan  of  enhtnced  oppoitunitlet  in  the  Japume  muktu, 
mMning  more  nle*  for  American  flnni  and  more  jobt  for  American  worken. 

Another  important  part  of  the  Adninittration'i  export  strategy  it  its  export  proraotioa 
efbm.  The  Council  of  Economic  Adviteis  ii  an  advisory  group,  and  consequently  does  not 
have  any  line  responsibility  for  program  implementatian.  In  its  adviiory  capacity,  however,  the 
Council  has  participated  in  The  Trade  Promotion  Coordinating  Committee  (TPCQ.  We  believe 
that  trade  promodon  measures  are  a  vital  and  cost-effective  component  of  the  President'i 
economic  program,  and  we  will  be  making  export  promotion  one  of  our  top  priorities. 

As  you  know  the  TPCC  tias  three  working  groups:  Tiade  Finance, 
Infbrmation/Marketing/Counseling/Advocacy,  and  Obstacles  to  Export.  The  Council  of 
Economic  Advisers  has  participated  in  die  Obstacles  to  Exports  Working  Group  of  the  TPCC. 
The  Obstacles  to  Exports  Working  Group  hiu  addressed  the  particulariy  vexing  issue  of  how  our 
own  rules  and  practices  can  discourage  expjits.  This  Working  Group  has  examined  eight  areas 
in  which  United  States  govenunent  policy  can  act  as  an  obstacle  to  exports:  export  controls,  tax 
policy,  antitrust  laws,  maritime  policy,  the  Foreign  Corrupt  Pracdces  Act,  antiboycott 
regulationi,  standards  and  certificadon,  an  J  product  liability  laws.  While  a  number  of  these 
issues  appear  to  be  of  little  direct  relevance  to  small  rural  exporters,  some  are  not.  In  the  area 
of  standards  and  certification,  for  example,  the  development  of  internationally  recognized 
phytosanitary  regulations  would  help  rural  exporters  break  into  markets  where  local  standards 
may  effecdvely  act  as  non-tariff  barriers. 
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The  Couadl  firmly  believes  that  expofti  ■»  erudal  to  Amerioi'i  economic  (Obut  and 
that  ttroog  sudl  esponen  are  of  critical  inyoitanoe.  Ei^ort  promodoa  ii  a  ooit-efibctive 
meaiu  of  ttmiftfaaung  this  vital  lector.  We  will  contiiiue  to  iwppoit  US  exponas  Ihrau^ 
our  partidpation  la  tfaeTPCC  in  its  eflfam  to  elliniaate  our  •^•imposed  export  diainoentives. 
We  took  fatward  to  woldng  with  your  nfttoominittee  in  the  Aiture. 
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THE  DIRECTOR 


EXECUTIVE  OFFICE  OF  THE  PRESIDENT 

OFFICE  OF   MANAGEMENT  AND    BUDGET 

WASHINGTON.    DC.    20503 

July   23,    1993 


The  Honorable  Bill  Saipalius 

Chairman,   Subcommittee  on 

Rural  Enterprises,  Exports  and  the  Environment 

U.S.  House  of  Representatives 

Washington,  D.C.  20515 


Dear  Mr.  Chairman: 


Thank  you  for  your  invitation  to  testify  before  the  Subcommittee  on  the  Development 
of  Rural  Enterprises,  Exports  and  the  Environment  of  the  Small  Business  Committee  on 
OMB's  role  in  U.S.  trade  development.   You  asked  that  0MB  respond  to  two  questions: 

(1)  How  and  why  is  your  agency  involved  in  trade  development? 

(2)  What,  if  any,  specific  trade  development  programs  does  your  Agency  manage? 

0MB  is  working  with  the  Department  of  Commerce  and  other  agencies  in  the  Trade 
Promotion  Coordinating  Committee  .     As  part  of  the  preparation  and  implementation  of  the 
President's  Budget,  OMB  also  reviews  the  various  management  and  budget  issues  of  Federal 
agencies  involv«l  in  trade  promotion.   I  share  your  view  that  we  must  re-examine  the 
allocation  of  resources  and  the  rationale  behind  each  agency's  involvement  in  exporting. 

In  answer  to  the  second  question,  OMB  does  not  manage  any  trade  development 
programs. 

I  regret  that  my  schedule  will  not  permit  me  to  testify  before  your  Subcommittee  on 
July  26th.   I  appreciate  your  work  on  the  issue  of  US  trade  development  and  look  forward  to 
working  with  you  on  this  important  issue. 


'anetta 
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WRITTEN  STATEMENT  OF 
THE  DEPARTMENT  OF  DEFENSE 

HEARING  ON 

U.S.  AGENCY  ROLES  IN  TRADE  DEVELOPMENT 

BEFORE 

THE  SUBCOMMITTEE  ON  THE  DEVELOPMENT  OF  RURAL  ENTERPRISES,  EXPORTS 

AND  THE  ENVIRONMENT 

COMMITTEE  ON  SMALL  BUSINESS 

U.S.  HOUSE  OF  REPRESENTATIVES 

JULY  26/  1993 

DoD  appreciaties  the  opportunity  to  provide  a  written  statement  to 
the  Subconmittee  on  the  Development  of  Rural  Enterprises,  Exports, 
and  the  Environment  on  the  in^ortant  matter  of  trade  development. 
In  the  letter  inviting  written  testimony  before  the  Subcommittee 
on  the  subject  of  U.S.  Agency  roles  in  trade  development,  the 
Subcommittee  requested  that  agencies  address  two  questions: 

1)  How  and  why  each  agency  is  involved  in  trade  development? 

2)  Hhat,  if  any,  specific  trade  development  programs  does 
each  Agency  manage?   The  Subcommittee  also  requested  that 
each  Agency  provide  a  brief  description  of  programs  and  a 
contact  number  for  business  use. 

The  Department  of  Defense  has  been  and  continues  to  be  very 
interested  in  ensuring  that  defense  exports  that  support  U.S. 
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national  security  interests  are  competitive  in  world  markets  and 
enjoy  the  support  of  the  U.S.  Sovermnent.   Among  other  things, 
defense  exports,  both  through  goverrunent-to-govemment  Foreign 
Military  Sales  and  through  direct  cammercial  sales,  are  important 
to  achieving  U.S.  national  security  and  economic  objectives  as  the 
U.S.  defense  budget  declines  and  U.S.  force  structure  and  overseas 
military  presence  are  reduced. 

OoD  does  not,  however,  engage  in  what  one  might  consider  to  be 
traditional  export  promotion  progreuns.   Nevertheless,  there  are  a 
number  of  activities  and  initiatives  that  DoD  has  been  and 
continues  to  undertake  in  support  oE   U.S.  defense  exports: 

—  Pr»^•A^gn  MiUKry  P<n«Pr!lnp  Program;   Foreign  Military 

Financing  is  a  grant  and  concessional  loan  program  that 
enables  selected  friends  and  allies  to  improve  their 
defense  capabilities  by  financing  acquisition  of  U.S. 
defense  articles,  services,  and  training,  primarily 
through  governroent-to-government  sales  through  the  Foreign 
Military  Sales  system.  FMF  promotes  U.S.  national 
security  and  economic  interests  by  strengthening 
coalitions  with  friends  and  allies  and  contributing  to  a 
strong  U.S.  industrial  base  through  sales  of  U.S.  defense 
products  and  services.  Further  information  can  be 
obtained  on  this  program  from  the  Defense  Security 
Assistance  Agency,  703*695-3291. 
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security  Attmi nt.nnfit,   offlftflr>  fSADai  :   sAOs  are  attached  to 
U.S.  embassies  abroad  and  assist  U.S.  defense  firms  in 
narfceting  their  defense  products.   These  officers  provide 
information  on  host  country  defense  needs,  budgets  and 
procedures,  and  facilitate  access  to  relevant  officials. 
SAOs  in  individual  countriesj  can  be  contacted  through  the 
U.S.  Embassy  in  each  countrj'. 

RftrMpT-orai  rxifin.^  Proeur^iiffn»  Mnnar   doD  maintains 
numerous  bilateral  reciprocal  defense  procurement 
memoranda  of  understanding  with  various  countries  (mostly 
in  NATO)  that  serve  as  the  vehicle  for  discussions  on 
market  access  for  defense  products  and  services,  and  which 
provide  Improved  opportunities  for  U.S.  firms  to  compete 
for  defense  contracts  in  those  countries.   More 
Information  on  these  MOUs  con  be  obtained  from  the  Deputy 
Director  for  Foreign  Contracting  at  703-697-9351. 

MATO  roHt.  nf    rnnehir-t     In  nafgngp  TradA ;   DoD  has  been 

supporting  an  interagency  process  led  by  the  State 
Department  to  develop  with  our  NATO  partners  a  "Code  of 
Conduct"  governing  defense  trade  within  NATO.   This  is 
intended  to  begin  a  long-term  process  of  breaking  down 
barriers  to  open  trade  in  NAtO  member  state  markets  for 
defense  pcoducts  and  services. 
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-  Inr.WrnarlQnal  Air  anrt  Tr»dfl  Shnwa  r   To  support  U.S. 
national  security  interests,  DoD  has  provided  assistance 
to  industry  at  international  air  and  trade  shows,  in  the 
form  of  both  demonstrations  and  display  of  DoD  equipment, 
and  leasing  of  such  equipment  to  contractors.   The  extent 
of  appropriate  DoD  sxipport  lor  these  events  is  determined 
on  a  case-by-case  basis,  and  in  accordance  with  the 
provisions  of  recently  enacted  legislation  (Section  1082 
of  the  National  Defense  Authorization  Act  for  Fiscal  Year 
1993) .  More  information  on  this  issue  can  be  obtained 
from  the  Defense  Security  Afisistance  Agency,  703-695-3291, 

RecQuomiani-  nf  won-R»rurriny  rnnta'      Recoupment  of  non- 
recurring costs  on  commercial  defense  sales  was  removed  by 
regulation  in  1992  and  1993.   Removal  has  the  effect  of 
lowering  the  prices  of  certain  defense  products  to  foreign 
customers,  resulting  in  more  products  being  sold  abroad. 
More  information  on  this  issue  can  be  obtained  from  the 
Defense  Security  Assistance  Agency,  703-695-3291. 

Eacportr  rnnrr^ic-  QoD  recogTiizes  that  export  controls 
designed  to  protect  U.S.  national  security  Interests  must 
balance  economic  as  well  as  security  concerns  in  their 
development  and  implementat-on.  DoD  has  been  an  active 
participant  in  the  Administration's  major  review  of  export 
controls  with  an  eye  toward  rationalizing  the  system  as 
well  as  the  controls  themselves .  We  believe  that  steps 
already  taken  in  this  ongoing  process  will  improve  U.S. 


234 


competitiveness  while  protecting  essential  U.S.  security 
interests.  Further  information  on  this  matter  c&n  be 
obtained  from  the  Defense  Technology  Security 
Administration,  703-693-1 15il. 

Finally,  DoO  is  a  participant  in  the  interagency  Trade  Promotion 
Coordinating  Committee  (TPCC)  chaired  by  the  Secretary  of 
Commerce.  Ne  are  currently  working  with  other  agencies  in  the 
TPCC  to  produce  a  strategic  plan  for  U.S.  government  trade 
promotion  activities  with  an  eye  toward  streamlining  programs, 
leveraging  resources,  increasing  the  utility  of  government 
assistance  to  U.S.  exporters,  and  reducing  barriers  to  market 
access.  Thank  you. 
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U.S.  DEPARTMENT  OF  LABOR 

SECRETARY  OF  l_ABOR 
WASHINGTON.  D.C. 


AUG  I  21993 


The  Honorable  Bill  Sarpalius 

Chairman 

Subcommittee  on  Rural  Enterprises, 

Exports,  and  the  Environment 
Committee  on  Small  Business 
U.S.  House  of  Representatives 
Washington,  D.C.   20515 

Dear  Mr.  Chairman: 

I  want  to  thank  you  for  asking  for  the  Department  of  Labor's 
testimony  concerning  the  Trade  Promotion  Coordinating  Committee 
(TPCC) .   While  we  were  not  able  to  testify  at  your  recent  hear- 
ing, we  have  prepared  answers  to  the  questions  you  set  out  in 
your  July  8th  letter.   I  hope  that  the  responses  are  sufficient. 

While  the  Department  of  Labor  is  not  the  lead  agency  in  the 
TPCC,  we  do  understand  the  importance  that  trade  development  has 
in  the  growth  of  the  U.S.  and  world  economies.   One  of  the  major 
objectives  of  this  Administration  is  to  ensure  that  the  U.S. 
economy  adapts  to  the  changing  world  marketplace.   The  need  for 
growing  exports  is  a  key  to  that  future  and  small  business  has  an 
important  role  to  play. 

I  applaud  you  and  your  Subcommittee  for  its  work  in  this 
area.  If  you  have  any  further  questions,  please  feel  free  to 
contact  my  office. 


S'incjbrely, 


Robert  B.  Reich 
Attachment 
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Response  to  Congressman  Saxpalius 

1.  Why  is  your  Agency  involved  in  trade  development? 

The  Department  of  Labor  is  involved  in  trade  development 
because  of  the  close  connection  between  exports  and  jobs.   As  a 
rule  of  thumb,  every  $1  billion  of  American  exports  of  goods  and 
services  creates,  or  supports  20,000  American  jobs.   According  to 
estimates,  U.S.  exports  currently  constitute  approximately  10 
percent  of  GNP,  and  support  about  7  million  jobs  in  our  country. 
American  jobs  related  to  exports  pay,  on  average,  about  17  per- 
cent more  than  the  average  wage. 

One  of  the  more  dynamic  segments  of  our  economy  since  the 
mid-1980s  has  been  our  export  sector.   We  need  to  continue  to 
foster  the  growth  of  exports  so  that  they  can  continue  to  create 
U.S.  jobs. 

2.  How  does  your  Agency  help  small  businesses  to  become  more 
involved  in  exporting? 

The  Secretary  of  Labor  is  a  member  of  the  Trade  Promotion 
Coordinating  Committee  (TPCC)  and  the  President's  Export  Council 
(PEC) .   The  Secretary  of  Labor,  or  agencies  within  the  Depart- 
ment, also  participate  in  other  federal  ad  hoc  committees,  task 
forces,  or  activities,  to  promote  exports. 

The  Department  of  Labor  does  not  currently  maintain  programs 
to  help  small  businesses  become  more  involved  in  exporting.   We 
favor  the  involvement  of  U.S.  small  businesses  in  exporting, 
however,  because  we  believe  that  such  businesses  are  likely  to  be 
based  within  the  United  States  and  source  from  other  U.S. -based 
companies,  therefore  maximizing  the  positive  impact  of  exporting 
on  U.S.  employment. 

3.  What  tools,  besides  additional  funding,  does  your  Agency 
need  to  increase  its  efforts  to  help  American  businesses 
become  more  competitive? 

The  critical  role  played  by  the  Department  of  Labor  in  en- 
hancing our  international  competitiveness  should  not  be  under- 
estimated: our  ability  as  a  nation  to  compete  in  the  internation- 
al marketplace  is  directly  related  to  the  productivity  of  our 
workforce.   Through  our  involvement  in  workforce  education  and 
training  programs,  and  our  efforts  to  promote  cooperation  and 
more  harmonious  labor-management  relations,  the  Department  of 
Labor  promotes  productivity  growth  in  our  nation  and  enhances 
U.S.  international  competitiveness. 
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4.  What  specific  trada  davalopmant  programs  does  your  Agancy 
manage?  Please  provide  a  brief  description  of  each  of  tb< 
programs  and  a  contact  number  for  business  use. 

The  Department  does  not  manage  any  specific  trade 
development  programs. 
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